
TUCSON ELECTRIC POWER COMPANY 
Dismantlement Costs 
Steam and Other Production 

Statement G 

Capacity Ownership Final Distributed Inflation Year Trended Accrual 
Unit (MW) Share Shared Cost Retirement cost Rate Spent Cost Rate 

A B C D E F G H I J=I/E 

STEAM PRODUCTION (by Unit) 
Four Corners (2009 Cost) 

4 745 7.00% $47,541,274 $2,434,423 2.00% 2029 $3,617,424 7.6% 
5 745 7.00% 42,334,317 2,434,423 2 00% 2030 3,689,772 8.7% 
C 5.07% 

1490 $4,868,845 $89,875,591 $4,868,845 $7,307,196 8.1% 

Allocated to Units: $4,868,845 

-- ~ _ _ _  
Allocated to Common: 

Navaio (201 I Cost) 
1 750 7.50% 
2 750 7.50% 
3 750 7.50% 

$37,950,006 $1,744,046 2.00% 2034 $2,750,185 7.2% 

40,357,548 1,744.046 2.00% 2036 2.861.293 7.1% 
36,614,265 1,744,046 2.00% 2035 2,805,189 7.7% 

. .  
I_____ c 19,883,693 905,261 2.00% 2036 1,485,177 7.5% 

2250 $6.1 37,400 $1 34,805,512 $6.1 37,400 $9.901.844 7.3% . ,  
A!!oca!ed to Common: 905,26; 

Allocated to Units: $5,232,139 

San Juan (2011 Cost) 
1 360 50.00% 
2 350 50.00% 

$197,934,242 $12,343,944 2.00% 2036 $20,251,548 10.2% 
194,789,750 12,001,056 2.00% 2033 18,553,389 9.5% 

C 19.80% 5,796,445 9,893,862 2.00% 2036 16,231,929 280.0% 
71 0 $34,238,862 $398,520,437 $34,238,862 $55,036,666 13.8% 

Allocated to Common: 9,893,862 
Allocated to Units: $24,345,000 

Sprinqervilie (2021 Cost) 
2 390 100.00% $15,152,297 $15,152,297 2.00% 2050 $32,800,856 216 5% 
C ~- L I _ ~  

390 $151 52,297 $15,152,297 $1 5,152,297 $32,800,856 216.5% 
Allocated to Common: 

Allocated to Units: $1 5,152,297 

Sundt (201 1 Cost) 
1 81 100.00% $5,501,274 $28,764,796 $13,837,283 2.00% 2018 $15,894,688 55.3% 
2 81 100.00% 5,501,274 25,240,958 13,837,283 2.00% 2020 16,536,834 65.5% 
3 104 100.00% 6,283,406 27,362,154 16,986,430 2.00% 2022 21,120,490 77.2% 
4 156 100.00% 7,992,322 187,503,231 24,046,858 2.00% 2048 50,033,938 26.7% 
C 43,429,577 

422 $68,707,853 $268,871,139 $68,707,853 $103,585,951 38.5% 
-- 

Allocated to Common: 
Allocated to Units: $68,707,853 
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TUCSON ELECTRIC POWER COMPANY 
Dismantlement Costs 
Steam and Other Production 

Statement G 

~ ~~ 

Capacity Ownership Final Distributed Inflation Year Trended Accrual 
Unit (MW) Share Shared Cost Retirement cost Rate Spent Cost Rate 

A 0 c D E F G H I J=VE 

OTHER PRODUCTION (by Unit) 
DeMoss Petrie (201 1 Cost) 

1 75 100.00% $1,515,000 $30,205,055 $1,515,000 2.00% 2046 $3,029,833 10.0% 
C -- -- 

75 $1,515,000 $30,205,055 $1,515,000 $3,029,833 10.0% 
Allocated to Common: 

Allocated to Units: $1,515,000 

Luna (2011 Costs) 
1 570 33.33% $45,416,350 $4,484,719 2.00% 2051 $9,902,437 21.8% 

___- C -~ 
570 $4,484,719 $45,416,350 $4,484,719 $9,902,437 21.8% 

Allocated to Common: 
Allocated to Units: $4,484,719 

North Loop (2011 Costs) 
1 25 100.00% 
2 25 100.00% 
3 25 100.00% 
4 20 100.00% 

$5,634,072 $563,684 2.00% 2017 $634,800 11.3% 
4,038,199 563,684 2.00% 2017 634,800 15.7% 
4,703,773 563,684 2.00% 2017 634,800 13.5% 

14,288,470 450,947 2.00% 2047 919,882 6.4% 
- -- C ~- 

95 $2,142,000 $28,664,515 $2,142,000 $2,824,282 9.9% 
Allocated to Common: 

Allocated to Units: $2,142,000 

Solar Units 
1 
C 

__I- ______ 

Allocated to Common: 
Allocated to Units: 

Sundt Gas (2011 Costs) 
1 25 100.00% $81,185 $5,161,754 $81,185 2.00% 2017 $91,427 1.8% 
2 25 100.00% 81,185 4,996,739 81,185 2.00% 2017 91,427 1.8% 

___- C -- 
50 $162,370 $10,158,493 $162,370 $182,855 1.8% 

Allocated to Common: 
Aiiocaied 10 units: $162,370 
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ANALYSIS 

INTRODUCTION 
This section provides an explanation of the supporting schedules developed in the 
TEP study to estimate appropriate projection curves, projection lives and net sal- 
vage statistics for each rate category. The form and content of the schedules de- 
veloped for an account depend upon the method of analysis adopted for the cate- 
gory. 

This section also includes examples of the supporting schedules developed 
for distribution Account 3 64.00 (Poles, Towers and Fixtures). Documentation for 
all other plant accounts is contained in the study work papers. Supporting sched- 
ules developed in the TEP study include: 

Schedule A - Generation Arrangement; 

Schedule B - Age Distribution; 

Schedule C - Plant History; 

Schedule D - Actuarial Life Analysis; 

Schedule E - Graphics Analysis; and 

Schedule F - Net Salvage History. 

The format and content of these schedules are br .;fly described below. 

SCHEDULE A - GENERATION ARRANGEMENT 
The purpose of this schedule is to obtain appropriate weighted-average life statis- 
tics for a rate category. The weighted--average remaining-life is the sum of Col- 
umn H divided by the sum of Column I. The weighted average life is the sum of 
Column C divided by the sum of Column I. 

It should be noted that the generation arrangement does not include parame- 
ters for net salvage. Computed Net Plant (Column H) and Accruals (Column I) 
must be adjusted for net salvage to obtain a correct measurement of theoretical re- 
serves and annualized depreciation accruals. 

The following table provides a description of each column in the generation 
arrangement. 

PAGE 99 

I 
I 
I 
I 
1 
I 
I 
I 
I 
1 
I 
I 
I 
B 
1 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
1 
I 
I 
I 
I 
I 
I 

Column Title Description 

A Vintage Vintage or placement year of surviving plant. 

B Age 

C Surviving Plant Actual dollar amount of surviving plant. 

D Average Life 

Age of surviving plant at beginning of study year. 

Estimated average life of each vintage. This statistic is the 
sum of the realized life and the unrealized life, which is the 
product of the remaining life (Column E) and the theoretical 
proportion surviving. 

E Remaining Life Estimated remaining life of each vintage. 

F Net Plant Ratio 

G Allocation Factor 

Theoretical net plant ratio of each vintage. 

A pivotal ratio which determines the amortization period of 
the difference between the recorded and computed reserve. 

Plant in service less theoretical reserve for each vintage. 

Ratio of computed net plant (Column H) and remaining life 
(Column E). 

H 
I Accrual 

Computed Net Plant 

Table 3. Generation Arrangement 

SCHEDULE B -AGE DISTRIBUTION 
This schedule provides the age distribution and realized life of surviving plant 
shown in Column C of the Generation Arrangement (Schedule A). The format of 
fne scheduie depends upon the avaiiabiiity of either aged or -maged data. Derived 
additions for vintage years older than the earliest activity year in an account for 
unaged data are obtained from the age distribution of surviving plant at the begin- 
ning of the earliest activity year. The amount surviving from these vintages is 
shown in Column D. The realized life (Column G) is derived from the dollar 
years of service provided by a vintage over the period of years the vintage has 
been in service. Plant additions for vintages older than the earliest activity year in 
an account are represented by the opening balances shown in Column D. 

The computed proportion surviving (Column D) for ullaged is derived from a 
computed mortality analysis. The average service life displayed in the title block 
is the life statistic derived for the most recent activity year, given the derived age 
distribution at the start of the year and the specified retirement dispersion. The re- 
alized life (Column F) is obtained by finding the slope of an SC retirement disper- 
sion, which connects the computed survivors of a vintage (Column E) to the rec- 
orded vintage addition (Colurrm B). The realized life is the area bounded by the 
SC dispersion, Ihe computed proportion surviving and the age of the vintage. 
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SCHEDULE C - PLANT HISTORY 
An Unadjusted Plant History schedule provides a summary of recorded plant data 
extracted from the continuing property records maintained by the Company. Ac- 
tivity year total amounts shown on this schedule for aged data are obtained from a 
historical arrangement of the data base in which all plant accounting transactions 
are identified by vintage and activity year. Activity year totals for unaged data are 
obtained from a transaction file without vintage identification. Information dis- 
played in the unadjusted plant history is consistent with regulated investments re- 
ported internally by the Company. 

An Adjusted Plant History schedule provides a summary of recorded plant 
data extracted from the continuing property records maintained by the Company 
with sales, transfers, and adjustments appropriately aged for depreciation study 
purposes. Activity year total amounts shown on this schedule for aged data are 
obtained from a historical arrangement of the data base in which all plant account- 
ing transactions are identified by vintage and activity year. Aging of adjusting 
transactions is achieved using transaction codes that identify an adjusting year as- 
sociated with the dollar amount of a transaction. Adjusting transactions processed 
in the adjusted plant history are not aged in the Company's records or in the unad- 
justed plant history. 

SCHEDULE D -ACTUARIAL LIFE ANALYSIS 
These schedules provide a sunmary of the dispersion and life indications ob- 
tained from an actuarial life analysis for a specified placement band. The observa- 
tion band (Column A) is specified to produce a rolling-band, shrinking-band, or 
progressive-band analysis depending upon the movement of the end points of the 
band. The degree of censoring (or point of truncation) of the observed life table is 
shown in Column B for each observation band. The estimated average service 
life, best fitting Iowa dispersion, and a statistical measure of the goodness of fit 
are shown for each degree polynomial (First, Second, and Third) fitted to the es- 
timated hazard rates. Options available in the analysis include the width and loca- 
tion of both the placement and observation bands; the interval of years included in 
a selected rolling, shrinking, or progressive band analysis; the estimator of the 
hazard rate (actuarial, conditional proportion retired, or maximum likelihood); the 
elements to include on the diagonal of a weight matrix (exposures, inverse of age, 
inverse of variance, or unweighted); and the age at which an observed life table is 
truncated. 

Estimated projection lives (Columns C, F, and I) are flagged with an asterisk 
if negative hazard rates are indicated by the fitted polynomial. All negative hazard 
rates are set equal to zero in the calculation of the graduated survivor curve. The 
Conformance Index (Columns E, H, and K) is the square root of the mean sum- 
of-squared differences between the graduated survivor curve and the best fitting 
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Iowa curve. A Conformance Index of zero would indicate a perfect fit. 

SCHEDULE E - GFUPHICS ANALYSIS 
This schedule provides a graphics plot of a) the observed proportion surviving for 
a selected placement and observation band; b) the statistically best fitting Iowa 
dispersion and derived projection life; and c) the projection curve and projection 
life selected to describe future forces of mortality. 

The graphics analysis also provides a plot of the observed hazard rates and 
graduated hazard function for a selected placement and observation band. The es- 
timator of the hazard rates and weighting used in fitting orthogonal polynomials 
to the observed data are displayed in the title block of the displayed graph. 

SCHEDULE F - NET SALVAGE HISTORY 
An Unadjusted Net Salvage History contains recorded activity-year retirements, 
salvage, cost of removal and other depreciation reserve activity appropriately rec- 
ognized in the computation of average net salvage rates. This schedule provides a 
moving-average analysis of the ratio of realized net salvage (Column I) to the as- 
sociated retirements (Column B). The schedule also provides a moving-average 
analysis of the components of unadjusted net salvage related to retirements. The 
ratio of gross salvage to retirements is shown in Column D and the ratio of cost of 
removal to retirements is shown in Column G. 

tirements, salvage, cost of removal and other depreciation reserve activity appro- 
priately adjusted in the estimation of future net salvage rates. The moving- 
average adjusted net salvage analysis and component analysis are displayed in 
columns corresponding to an unadjusted net salvage analysis. 

1 A n  -I 1 A A i l i S t d  xuJu c v u  Net $ia!xJEge XjStOry CQEt2 inS  reCCrded 1CtiVity-yPX total re- 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

Dispersion: 50 - R2.5 
Procedure: Vintage Group 

Schedule A 
Page I of 3 

Generation Arrangemeet-- ~ - _ _  -~ ~ - - -_ 

December 31,201 I Net 
Surviving Avg Rem Plant Alloc Computed 

Aqe Plant Life Life Ratio Factor Net Plant Accrual 
- 

Vintage 

201 1 
2010 
2009 
2008 
2007 
2006 
2005 
2004 
2003 
2002 
2001 
2000 
1999 
1998 
1997 
1996 
1995 
1994 
1993 
1992 
1991 
1990 
1989 
1988 
1987 
1986 
1985 
1984 
1983 
1982 
1981 
1980 
1979 
1978 
1977 
1976 

_____ 
A 0 

0 5  
1 5  
2 5  
3 5  
4 5  
5 5  
6 5  
7 5  
8 5  
9 5  

10 5 
11 5 
12 5 
13 5 
14 5 
15 5 
16 5 
17 5 
18 5 
19 5 
20 5 
21 5 
22 5 
23 5 
24 5 
25 5 
26 5 
27 5 
28 5 
29 5 
30 5 
31 5 
32 5 
33 5 
34 5 
35 5 

C 
21,627,940 

8,231,959 
5,089,387 
4,035.839 
3,835,382 
4.773,728 
4,165,339 
501 5,604 
3,365,833 
4,756,835 
5,904,136 
2,079,075 
2,035,841 
2,2 15,04 1 
3,655,844 
3,295,632 
3,126,230 
1,857,219 
2,377,756 
4,123,867 
3,410,515 
1,893,592 
3,599,156 
3,364,263 
2.548.727 
2,722,062 
3,657,013 
2,852,303 
3,051,334 
2,422 I 746 
3,052,249 
2,888,057 
2,693,613 
2,268,322 
1.548.01 8 
1,327,430 

D 

49 99 
49 99 
49 99 
49 99 
49 99 
50 00 
50 02 
50 03 
50 04 
50 03 
50 07 
50 09 
50 05 
50 11 
50 12 
49 99 
50 12 
49 70 
49 86 
50 40 
49 77 
48 68 
49 37 
49 53 
49 54 
49 79 
49 81 
49 79 
50 15 
50 42 
50 59 
50 72 
50 88 
50 63 
50 77 
51 29 

E 

49.53 
48.59 
47.65 
46.71 
45.78 
44.86 
43.93 
43.02 
42.1 1 
41 -20 
40.30 
39.41 
38.52 
37.64 
36.76 
35.89 
35.03 
34.18 
33.33 
32.49 
31.66 
30.84 
30.03 
29.22 
28.42 
27.63 
26.86 
26.09 
25.33 
24.58 
23.84 
23.11 
22.39 
21.68 
20.99 
20.30 

F 

0.9908 
0.971 9 
0.9532 
0.9343 
0.91 58 
0.8970 
0.8783 
0.8598 
0.841 4 
0.8235 
0.8049 
0.7867 
0.7695 
0.751 0 
0.7334 
0.7180 
0.6989 
0.6877 
0.6685 
0.6447 
0.6362 
0.6335 
0.6082 
0.5899 
0.5738 
0.5550 
0.5391 
0.5239 
0.5050 
0.4875 
0.4712 
0.4556 
0.4401 
0.4283 
0.4134 
0.3959 

G 

1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
I .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 
1 .oooo 

H=C*F'G 

21,429,687 
8,000,639 
4,851,044 
3,770,845 
3,512,325 
4,282,160 
3.658.625 
4,3 12,453 
2,832.1 01 
3,917.078 
4.75.21 62 
1,635.683 
1.566.664 

. 1,663,571 
2.681.206 
2,366,173 
2,184,906 
1,277.1 30 
1,589.488 
2,652,326 
2,169,833 
1,199,557 
2,189,092 
1,984,543 
1,462.360 
1,510,715 
1,971,644 
1.494.444 
1,541,053 
1,181,062 

1,315,943 
1,185,376 

971,419 
639,920 
525,475 

7,438,237 

432,683 
164,672 
101,813 
80,725 
76,719 
95.465 
83,275 

100,247 
67,259 
95,072 

117.916 
41,508 
40,673 
44,201 
72,935 
65,923 
62,370 
37,367 
47,688 
81,629 
68,532 
38,897 
72,909 
67,918 
51,450 
54,667 
73,414 
57,286 
60,844 
48,053 
60,332 
56,943 
52,939 
44,799 
30,491 
25.882 
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Vintage Age 
A 

1975 
1974 
1973 
1972 
1971 
1970 
1969 

1967 
1966 
1965 
1964 
1963 
1962 
1961 
1960 
1959 

1957 
1956 
1955 
1954 
1953 
1952 
1951 
1950 
1949 

1947 
1946 
1945 
1944 
1943 
1942 
1941 
1940 

1968 

I 958 

I 948 

B 

36.5 
37.5 

39.5 
40.5 
41.5 
42.5 
43.5 
44.5 
45.5 
46.5 
47.5 

49.5 
50.5 
51.5 
52.5 
53.5 
54.5 
55.5 
56.5 
57.5 

59.5 
60.5 
61.5 
62.5 
63.5 
64.5 
65.5 
66.5 
67.5 

69.5 
70.5 
71.5 

38.5 

48.5 

58.5 

68.5 

TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

Dispersion: 50 - R2.5 
Procedure: Vintage Group 

~ Generation __---_ Arrangement ~ -~ - - - - - 

December 31,201 1 Net 
Surviving Avg Rem Plant Alloc 

Plant Life Life Ratio Factor 
- D G 

892,907 
2,172,624 
1,574,872 
1,148,062 
1,213,517 
1,052,364 
1,325,124 

908,150 
503,342 
459,102 
442,093 
720,174 

1,239,009 

960,030 

561,716 
449.072 
422,592 

I ,I 8 7 , ~  I 

572,948 

449,547 
398,977 
158,278 
224,228 
412,916 
167.656 
157,466 
107,329 
346,502 

66,626 
26,774 

2,015 

5,811 
14,669 

I 39.658 

8,373 

8,038 

44.72 
51.54 
51.05 
50.56 
50.65 

52.66 
52.53 
53.07 
53.47 
53.70 
53.47 
54.78 

55.53 
55.30 
56.44 
56.63 
57.10 

51 .a2 

54.88 

57.78 
58.85 
58.96 
59.04 
60.68 
60.82 
59.44 
62.07 
63.31 

64.73 
64.91 

67.33 
65.23 
59.04 
69.70 

63.68 

66.87 

E 

19.63 
18.97 
I 8.32 
17.69 
17.07 
16.46 

15.29 
14.73 
14.19 
13.66 
13.15 
12.66 
12.18 
11.72 
11.28 

10.45 
10.06 
9.69 
9.33 

8.66 

15.87 

10.86 

8.99 

8.35 
8-05 

7.48 
7.76 

7.21 
6.95 
6.69 
6.45 
6.20 
5.96 
5.73 
5.50 
5.27 

F - G  

0.4389 I .oooo 
0.3681 I ,0000 
0.3589 I .oooo 
0.3499 1 .OOOO 
0.3370 1.0000 
0.3177 1 .OOOO 
0.3014 1 .OOOO 
0.291 1 1 .OOOO 
0.2776 1 .OOOO 
0.2654 1 .OOOO 
0.2544 1 .OOOO 
0.2460 1 .OOOO 
0.231 1 1 .OOOO 
0.2220 1 .oooo 
0.21 11 1 .oooo 
0.2040 I .OOOO 
0.1924 1.0000 

0.1 762 1 .OOOO 
0.1677 1 .OOOO 

0.1525 1 .OOOO 
0.1467 1.0000 
0.1376 1 .OOOO 
0.1323 1.0000 
0.1305 1 .OOOO 
0.1205 1 .OOOO 
0.1 139 1 .OOOO 
0.1091 1 .oooo 
0.1034 1.0000 
0.0993 1.0000 
0.0928 1 .OOOO 

0.0878 1 .OOOO 
0.0931 1 .OOOO 
0.0756 1 .OOOO 

0.184.6 I .oooo 

0.1586 1.0000 

0.0886 I .oooo 

Schedule A 
Page 2 of 3 

Computed 
Net Plant Accrual 

H=C"F"G 

391,931 
799,705 
565,276 
401,680 
408,968 
334,289 
399,347 
264,404 
139,753 
121,842 
112,484 
177,155 

263.677 
202,671 

286,312 

I 16,895 
I 08,076 
82,884 
74.475 
75,384 
63,265 
24,137 
32,902 
56.81 5 
22,i a7 
20,555 
12.935 
39,465 
15,239 
6,890 
2,659 

777 
179 
706 
541 

1,109 

I=H/E 

19,966 
42,156 
30,851 
22,708 
23,961 
20,306 
25,162 
I 7,287 
9,485 
8,586 
8,233 

13,470 
22,618 
21,645 
I 7,288 
10,361 
9,953 
7,930 
7,401 

6,779 
7,780 

2,685 
3,798 
6,804 
2,757 
2,649 
1,729 
5,473 
2,193 
1,029 

41 2 
125 
30 

123 

21 0 
98 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

Dispersion: 50 - R2.5 
Procedure: Vintage Group 

Generation ArrangEc3L-__-  ~ ~ . 

December 31,201 1 Net 
Surviving Avg. Rem. Plant 

Plant Life Life Ratio 
- 

Vintage Age 
A B C D E F 

1939 72.5 9,974 70.89 5.05 0.0712 
1938 73.5 4,945 72.10 4.82 0.0669 
1937 74.5 4,010 73.15 4.60 0.0630 
1936 75.5 1,841 74.07 4.39 0.0592 
1935 76.5 2,519 75.55 4.17 0.0552 

1933 78.5 2,216 76.79 3.73 0.0486 

1931 80.5 2,051 79.09 3.27 0.0414 
4,609 80.34 3.03 0.0377 1930 

Total 17.7 8159,393,851 50.44 35.24 0.6986 

1934 77.5 818 75.69 3.95 0.0522 

1932 79.5 2,522 78.34 3-51 0.0448 

~ ~ . -  ~ -~ ~.. 81.5 _ _  

Alloc. 
Factor 

G 

10000 
10000 
1 0000 
1 0000 
1 0000 
1 0000 
1 0000 
1 0000 
1 0000 
1 0000 _- 
I OGCO 

Computed 
Net Plant 

H=C'F'G 

710 
33 1 
252 
109 
139 
43 

108 
113 
85 

174 
$1 11,346,572 

_ ~ _ ~ ~  

Page 3 of 3 
Schedule A 

_. 

-~ 
Accrual 

I=H/E 

141 
69 
55 
25 
33 
11 
29 
32 
26 
57 

$3,160,016 
--__ 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

Age Distribution 

Vintage 
A 

201 1 
2010 
2009 

2007 
2006 
2005 
2004 
2003 
2002 
2001 
2000 
1999 

1997 
1996 
1995 
1994 
1993 
1992 
1991 
1990 

2008 

1998 

i 989 
1988 
1987 
I 986 
I 985 
I 984 
I 983 

1981 
1982 

1900 
1979 

1977 
1976 
1975 

I 978 

Age as of 
12/3112011 

- . - 
0 

0.5 
1.5 
2.5 
3.5 
4.5 
5.5 
6.5 
7.5 

9.5 
10.5 
11.5 
12.5 
13.5 
14.5 
15.5 
16.5 
17.5 

19.5 
20.5 
21.5 
22.5 
23.5 
24.5 
25.5 
26.5 
27.5 

29.5 
30.5 
31.5 
32.5 
33.5 
34.5 
35.5 
36.5 

8.5 

18.5 

28.5 

Derived 
Additions 

C 

22,276,856 
8,420,820 
5,200,824 

4,847,219 

4,109,976 
3,965,761 

4,226,395 
5,056,066 
3,404,275 

5,995.916 
2,114.651 
2.1 29.196 

3,713,015 

3,214,275 

4,892,972 

2,270,138 

3,395,318 

I ,986,494 
2,486,515 
4,231,145 
3,656,718 
2,163,363 
3,944,684 

1989 
Opening 
Balance 

D 
_ _ _  

3,662,824 
2,787,446 
2,964,885 
4,028,830 
3.1 48,303 

3,261,800 

2,898,845 

3,305,135 
2,616,718 

3,100,138 

2,507,643 
1,770,817 
1,549,656 
1,570,716 

Schedule B 
Page 1 of 3 

Experience to 12/31/2011 
.- ~- 

Amount Proportion 
~. . Surviving Surviving ~ . 

E F=E/(C+D) 

21,627,940 
8,231,959 
5,089,387 

3,835,382 
4,035,839 

4,773,728 
4.165,339 
5.01 5,604 
3,365.833 

5,904,136 
2,079,075 

2,215,041 

3,295,632 
3.126,230 
1.857.219 
2.377,756 
4,113,867 
3,410,515 

3,599,156 
3,364,263 

2,722,062 
3,657.01 3 

3,051,334 
2,422.746 
3,052,249 

2,693.61 3 

4,756.835 

2,035,841 

3,655,841 

I ,893,592 

2,548,727 

2,852,303 

2,888,057 

2,268,322 
I ,548,018 
1,327,430~ 

892.907 

0.9709 
0.9776 
0.9786 

0.9671 
0.9820 

0.9848 
0.9856 

0.9887 
0.9920 

0.9722 
0.9847 

0.9562 
0.9757 

0.9706 
0.9726 
0.9349 
0.9562 
0.9723 
0.9327 

0.9124 

0.9144 
0.9181 
0.9077 
0.9060 
0.9232 
0.9259 

0.9316 
0.9292 
0.9046 
0.8742 

0.9832 

0.9846 

0.8753 

0.9185 

0.9358 

0.8566 
0.5685 

Realized 
Life 

G 

0.4854 
I ,4888 
2.4839 
3.4873 

5.4856 
4.4801 

6.4917 
7.4947 
8.4925 
9.4699 

10.4896 

12.431 6 
13.4663 
14.4497 
15.2862 
16.3832 
16.9219 

19.5263 
19.8422 
19.701 5 
21.321 5 
22.421 1 
23.3494 
24.5234 
25.4543 
26.3340 
27.5889 

29.7932 
30.7876 

I I .4888 

I 8.0381 

28.7430 

31 m a o  
32.4058 
33.3779 
34.71 a4 
28.961 7 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

Age Distribution 

Schedule B 
Page 2 of 3 

Age as of 
Vintage 12/31/2011 

_. 
A 

1974 
1973 
1972 
1971 
1970 
1969 
1968 
1967 
1966 
1965 
1964 
1963 
1962 
1961 
1960 
1959 
1958 
1957 
1956 
1955 
1954 
1953 
1952 
1951 
1950 
1949 
1948 
1947 
1946 
1945 
I944 
1943 
1942 
1941 
1940 
1939 
1938 

-. 
€3 

37.5 
38.5 
39.5 
40.5 
41.5 
42.5 
43.5 
44.5 
45.5 
46.5 
47.5 
48.5 
49.5 
50.5 
51.5 
52.5 
53.5 
54.5 
55.5 
56.5 
57.5 
58.5 
59.5 
60.5 
61.5 
62.5 
63.5 
64.5 
65.5 
66.5 
67.5 
68.5 
69.5 
70.5 
71.5 
72.5 
73.5 

1989 
Derived Opening 
Additions Balance 

C D 

2,557,849 
1,981,827 
1,477,248 
1,581,742 
1,309,103 
1,594,429 
1,142,953 

612,332 
565,758 
560,063 
941,991 

1,537,009 
1,234,636 

804,195 
762.437 
634,696 
592,246 
638,164 
550,015 
232.1 14 
341,656 
578,387 
256,324 
379,679 
173,146 
541.754 
225,802 
107,195 
45,510 
12.945 
3,161 

29,283 
26,194 
15,720 
7,693 

1,510,686 

I 8,486 

Experience to 12/31/2011 

Amount 
Surviving 

.__ . 
E 

2,172,624 
1,574,872 
1,148,062 
1,213,517 
1,052,364 
1,325,124 

908,150 
503,342 
459,102 
442,093 
720,174 

1,239,009 
1 .I 87,911 

960,030 
572,948 
561,716 
449,072 
422,592 
449,547 
398,977 
158,278 
224,228 
41 2,916 
167,656 
157,466 
107,329 
346,502 

66,626 
26,774 

8,373 
2,015 
8,038 
5.81 1 

14,669 
9,974 
4,945 

I 39.658 

-.. -- ~ - ~ _ _ _  
Proportion Realized 
Surviving 

~ .~~ 
F=E/(C+D) 

0.8494 
0.7947 
0.7772 
0.7672 
0.8039 
0.831 1 
0.7946 
0.8220 
0.0115 
0.7894 
0.7645 

0.7729 
0.7776 
0.7124 
0.7367 
0.7075 
0.7135 
0.7044 
0.7254 

0.6563 
0.7139 
0.6541 
0.4147 
0.6199 
0.6396 
0.6185 
0.621 5 
0.5883 
0.6468 
0.6376 
0.4348 
0.1985 
0.5600 
0.6345 
0.6428 

0.8202 

0.6819 

Life 
G 

~ ___ 

36.5728 
36.8643 
37.1397 
37.9793 
39.891 1 
41.4463 
42.0137 
43.2270 
44 2849 
45.1505 
45.5319 
47.4372 
48.1088 

49.5872 
49.3020 

51.2182 
51 -8790 

53.8883 
55.348'1 
55.8136 
56.2361 
58.1 896 
58.6127 
57.4972 
60.3636 
61.8215 
62.3909 
63.6182 
63.9518 
66.0470 
66.6349 
64.6440 
58.5465 
69.2981 
70.5548 
71.8277 

52.7878 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

Schedule E3 
Page 3 of 3 

_ _  _ _ _  
Age as of Derived Opening Amount 

Balance Surviving _ _ _ _ _  ~~ 

Additions ~ _ _ _  - - 
Vintage 12/31/2011 

-- -- -- __ 
A B C D 

~ ~ 

Age Distribution 
~- 

1989 Experience to 12/31/201 I 

1937 
1936 
1935 
1934 
1933 
1932. 
1931 
1930 
1929 
1928 
1927 
1926 
Total 

74.5 
75.5 
76.5 
77.5 

79.5 

81.5 
82.5 

78.5 

80.5 

83.5 
84.5 
85.5 
17.7 

7,052 
3,305 
4,396 
1,496 
3,844 
4.221 
3,637 

62 
35 
55 
12 

$1 07,702,620 $64,794,589 

8,290 

E 

4.010 
1,841 
2,519 

818 
2.216 
2,522 
2,051 
4,609 

$1 59.393,861 

Surviving 
F=U(C+D) 

0.5686 
0.5570 
0.5731 
0.5467 
0.5764 
0.5974 
0.5638 
0.5560 
0.0000 
0.0000 
0.0000 
0.0000 
0.9240 

Realized 
Life 

-. 
G 

72.9255 
73.8956 
75.4122 

76.7055 
78.2803 
79.0405 
80.3040 

77.0000 
69.0000 
79.0000 

75.5784 

68.6874 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

Unadjusted Plant History - 

Schedule C 
Page 1 of I 

Beginning Sales, Transfers 
Balance Additions Retirements & Adjustments 

A 

1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 

1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 

2009 
201 0 
201 1 

1989 

1998 

2008 

0 

44,344,776 
46,823.370 
4a.509,780 
51,010,451 
54,059.453 
56,694,926 

60,992,792 
62.555.549 
64,215.183 

67.757.553 
73,066,477 
81,247,976 
8651 1,312 
91,691,280 
96,094,049 

102,526,025 
112,985,358 
117,993,028 
12431 1,879 
133,706.685 
141,735,614 

58,830,453 

67,1 30,628 

3,123.602 
2,237,399 

3,556,393 

2,766,210 
2.626.121 

2,214,412 
3,102,562 

656,993 
5,308,924 
8,193,570 
5,459,971 
5,270,466 
4,402,769 
6,658,267 

10,595,487 
5,138,401 

9,930,500 

3,045,228 

2,798,989 

2,029,805 

6,518,177 

a,a72,197 
23,935,498 

643,857 (1,152) 
550,895 (93) 
544,557 
500,697 (6,694) 
474,345 310,829 
642,086 11,403 
463,782 
467,048 
554,778 
205,176 I 8,059 

30.068 

12,071 
196,636 
90.497 

226,291 
136,154 
130,731 

(674) 
113,834 (621,860) 
843,269 

6,277,251 

Ending 
Balance 

F=B+C-D+E 

46,823,370 
48,509,780 
51.010.451 
54,059,453 
56,694,926 

60,992,792 
62,555,549 

58,830,453 

64.215~183 
67,130,628 
67.757.553 
73,066,477 
81,247,976 

91,691,280 
96,094,049 

102,526,025 
112,985,358 
117,993,028 
124.51 1,879 

141.735.614 

86,51 I ,312 

133,706,685 

I 59,393,861 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

Adjusted Plant Historv 
- - ~- 

Year 

A 

1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
201 0 
201 1 

Schedule C 
Page I of 1 

- _ - ~  - - _ _ -  ____ - - -~ - ~ 

Beginning Sales, Transfers Ending 
Retirements & Balance 
- - ~ _ _ _ _ _ _ _  Balance Additions 

C D E F=B+C-D+E 0 

44,250,482 
46,692,873 
48,553,863 
51,066,082 
54,094,627 
56,773,003 
58,909,825 

62,659,583 
64,543,044 
67,552,637 
76,389,228 

61,062.8a2 

78,337-1 25 
83,242,670 
88,285,669 
93.252,949 
99,536,424 

106,589,967 

120,447,598 
125,873,661 
135,8 16,704 
143,394,255 

I I 5,i 84,592 

3,087,400 
2.41 1,979 
3,056,776 
3,535,937 
2.841,892 
2.767,505 
2,616,839 
2,063,749 
2,438,239 
3,196,710 
8,866.659 
1,947.897 
4,917,616 
5,239,635 
5,057.777 

7,279,834 
8,730,779 
5,393.737 

10,678,737 
8,420,820 

22,276,856 

6,283,475 

5,425,3ag 

643,8 5 7 
550,895 
544,557 
500,697 
474,345 
642,086 

467,048 

205,176 
30,068 

12,071 
196,636 
90,497 

226,291 
136,154 
130,731 

(674) 
113,834 

6,277,251 

463,782 

554.778 

843,269 

(1.152) 46,692,873 
(93) 48.553.863 

51.066,082 
(6,694) 54,094,627 

310.829 56,773,003 
11,403 58,909,825 

62,659,583 
64,543,044 

18,059 67,552,637 
76,389,228 

61,062,8a2 

7a,337,125 
83,242,670 
88,2a5.669 
93,252,949 
99,536.424 

106,589,967 
I I 5, I 84,592 
120,447,59a 
125~a73.m 

159.393.a61 

(621.E60) 135,816,704 
143,394,255 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 

Schedule D 
Page 1 of 1 

Account: 364.00 Poles, Towers and Fixtures T-Cut: None 

Placement Band: 1926-201 1 

Hazard Function: Proportion Retired 

A 

1989-1 993 
1990-1 994 
1991-1995 
1992-1 996 
1993-1 997 
1994-1 998 
1995-1 999 
1996-2000 
1997-2001 
1998-2002 
1999-2003 
2000-2004 
2001 -2005 
2002-2006 
2003-2007 
2004-2008 
2005-2009 
2006-201 0 
2007-201 1 

Weighting: Exposures 

Third Degree 
__- Rolling Band Life Analysis - 
-__ Second Degree - First Degree 

Observation Average Disper- Conf. Average Disper- Conf. Average Disper- Conf. 
Band Censoring Life sion Index Life sion Index Life sion Index __ ___ ._______.. .____- - ~ _ _ - _ _ _  

0 C D E F G H I J K 

28.7 
26.2 
9.3 
2.2 
5.9 
8.8 

22.3 
67.9 
72.3 
67.1 
50.5 
60.6 

0.0 
0.0 
0.0 
0.0 

12.3 
11.6 

1 .6 

54 6 
55 9 
55 8 
57.9 
60 4 
69 2 
85 3 

1109 
136 1 
1136 
108 3 
1138 

83 0 

97 5 
105 1 
98 3 
49 5 

8a 7 

88 6 

LO 
LO 
LO 
LO 
LO 
LO 
LO 
sc 

R0.5 
L1 5' 
L1.5 * 
L1 5' 
L1.5 * 
L1 5' 
L1.5 * 
L1.5' 
L1 5' 
L1.5 - 
Ll 5' 

3.09 
4.33 

13.32 
13.34 
14.53 
17.30 
18.39 
0.73 
2.35 
5.81 

1 1.22 
7.96 

32.91 
31 -05 
33.39 
35.73 
23.27 
18.37 
6.31 

107.7 
51.1 
50.1 
54.4 
56.5 
57.0 
67.2 

110.5 
126.0 
72.4 
70.2 
72.8 
60.8 
58.7 
60.6 
63.8 
70.1 
71.3 
47.7 

0 4 '  
L0.5 
s-.5 
L0.5 
L0.5 

so 
so 
sc 
s o  
52 * 
s 2  - 
s 2  l. 
s3 * 
53  * 
53 e 
53 '  
s 3  * 
s2 - 

R2.5 

7-68 
2.75 

11 .oo 
12.24 
13.46 
13.69 
15.22 
0.75 
2.02 
7.27 
4.72 
6.09 

16.64 
15.00 
17.43 
20.14 
I1 .I0 
9.08 
? .50 

457 R05 
51 3 LO5 
448 R1 
466 R1 
476 R1 
522 R1 
580 R2 
838  R1 5 
906  R2 
621 R4' 
6 2 6  S4'  
651 R4' 
564  S4 '  
553  S4'  
5 6 3  S 4 -  
581 S4'  
647 S4 * 
66 1 R4' 
475  R25 

2.17 
2.79 
6.79 
7.1 2 
7.91 

10.96 
11 53 

1.08 
0.82 

17.99 
12 33 
13.99 
8.90 
8.39 

10.33 
1 1.69 
4.65 
3.94 
1.42 
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Schedule D 
Page I of I TUCSON ELECTRIC POWER COMPANY 

Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures T-Cut None 

Placement Band 1926-201 1 

Hazard Function Proportion Retired 

Weighting Exposures 
~- -__ Shrinking Band Life Analysis -__ 

Second Degree Third Degree _____ First Degree 

Observation Average Disper- Conf Average Disper- Conf Average Disper 
Band Censoring Life sion Index Life sion index Life sion 

~ ~ ~ _ _  _-- -__- - 
0 C D E F G H I J A 

1989-201 1 
1991 -201 1 
1993-201 1 
1995-201 1 
1997-201 I 
1 999-201 I 
2001-201 1 
2003-201 1 
2005-201 1 
2007-201 1 
2009-201 1 
201 1-201 1 

1.5 
1.6 
1.6 
I .6 
1.6 
1.6 
1.5 
1.4 
1.2 
1.6 
1 .I 
0.0 

58.8 
59.1 
59.3 
59.5 
59.4 
58.8 
56.8 
55.1 
52.2 
49.5 
43.7 
29.5 

L1.5 * 
L1.5' 
L1.5 * 
L1.5 
L1.5' 
L1.5 * 
L1.5 * 
L1.5 
L1.5 * 
L1.5 * 

L2 - ~ i . 5 -  

11.93 
11.94 
11.93 
11.96 
I I .81 
11.40 
10.41 
9.43 
8.16 
6.31 
4.78 
6.61 

50.9 
51.4 
51.8 
52.3 
52.7 
52.7 
51.9 
51.2 
49.6 
47.7 
42.8 
30.0 

R2.5 2.99 
R2.5 2.87 
R2.5 2.85 
R2.5 2.73 

R3' 2.61 
R3' 2.42 
R3' 2.16 
R3' 1.99 

R2.5 1.82 
R2.5 1.50 
R1.5 1.56 

R1 2.03 

50.0 R2.5 
50.6 R2.5 
51.0 R3 
51.6 R3 
52.0 R3 
52.2 R3 
51.5 R3 
50.8 R3 
49.3 R2.5 
47.5 R2.5 
42.8 R1.5 
30.3 R l  

Conf. 
Index 
K 

1.18 
1.20 
1.22 
1.24 
1.23 
I .23 
1.23 
1.26 
1.28 
1.42 
1.54 
2.45 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

Schedule D 
Page 1 of 1 

T-Cut: None 

Placement Band: 1926-201 1 

Hazard Function: Proportion Retired 

Progressing Band Life Analysis Weighting: Exposures 

Third Degree 

0 bservation Average Disper- Conf. Average Disper- Conf. Average Disper- Conf. 
Band Censoring Life sion Index Life sion Index Life sion Index 

____________-. 

Second Degree 
~. I_______ 

First Degree 

____~~-_____I___ ___----.--.~I_-.---__--~.___~-- 

D E F G H I J K A 0 C 

52.3 02 3.38 119.6 SC * 11.32 43.5 R0.5 3.62 1989-1 990 30.5 
46.7 R0.5 3.30 1989-1 992 22.4 54.4 0 2  4.82 77.7 0 4  * 6.41 

1989-1994 27.6 54.3 LO 2.84 92.7 0 4 '  5.71 46.6 R0.5 1.67 
1989-1956 2.4 56.9 LO 12.44 58.0 LO 12.67 45.5 R1 6.53 
1989-1 998 9.3 62.7 LO 13.87 62.7 LO 13.90 49.1 R1 8.53 

99.5 0 3 *  10.32 56.6 R I  5.91 1989-2000 32.5 75.1 LO 8.58 
1989-2002 39.7 78.5 LO 6.53 65.7 SO 4.32 53.5 R2 8.69 

86.3 LO 5.43 70.7 SO 3.10 57.2 R2 9.11 
60.1 R2 18.20 52.9 R3 8.30 1989-2006 0.0 81.9 L0.5 27.71 
63.2 R2 19.32 55.1 R3 8.97 1989-2008 0.0 87.5 L0.5 28.59 

1989-2010 6.4 89.3 L0.5 19.08 65.8 R2 10.70 59.3 R3 3.32 
1989-201 1 1.5 58.8 L1.5' 11.93 50.9 R2.5 2.99 50.0 R2.5 1.18 

1989-2004 45.0 
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Schedule E 
Page 1 of 1 TUCSON ELECTRIC POWER COMPANY 

Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

T-Cut: None 

Observation Band: 1989-2011 
Hazard Function: Proportion Retired 

Weighting: Exposures 

Graphics Analysis 1 s t  58.8-LIS 2nd: 50.9-R2.5 3rd: 50.0-R2.5 

Placement Band: 1926-2011 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 

Schedule E 
Page I of 1 

Account: 364.00 Poles, Towers and Fixtures 

T-Cut: None 

Observation Band: 1989-2011 
Hazard Function: Proportion Retired 

Weighting: Exposures 
Polynomial Hazard Function 1st: 58.8-LIS 2nd: 50.9-R2.5 3rd: 50.0-R2.5 

Placement Band: 1926-201 1 
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TUCSON ELECTRIC POWER COMPANY 
Distribution Plant 
Account: 364.00 Poles, Towers and Fixtures 

I 

Schedule E 
Page I of I 

T-Cut: None 

Placement Band: 1926-2011 
Observation Band: 1989-201 I 

Present and Proposed Projection Life Curves Present: 53.0-R3 Proposed: 50.0-R2.5 
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TUCSON ELECTRIC POWER COMPANY 
Net Salvage 
Account: 108.02 Distribution 

Schedule F 
Page I of 1 

Unadjusted Net Salvage History 
Gross Salvaqe 

5-Yr 
Year Retirements Amount . Pct. Avg. 

A 

1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 

1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
201 0 
201 3 

1998 

Total 

B 
5,361,761 
3,337,683 
4,251,212 
2,355,616 
2,169.1 20 
3,641,728 
3,319,838 
2,301,967 
2,272,824 
1,411,419 
90,038 

3,427,554 
87,700 

1,780,979 
1,284,928 
10,734,023 
3,344.454 
2,609,551 
4,475,825 
2,093,352 
(369,287) 
6,660.347 
14,100,108 __ 
a0,742,740 

C D=CIB E 

680,155 12.7 

1,256,aig 29.6 
783,444 33.3 

1,316,905 39.5 

777,720 35.9 27.6 
973,976 26.7 32.4 
979,605 29.5 30.3 
992,768 43.1 32.7 
671.318 29.5 32.1 

166,727 185.2 35.7 
545,596 38.7 32.2 

819,167 23.9 33.6 
67,789 77.3 31.1 
522,271 29.3 31.2 
514,230 40.0 31.3 

0.0 11.1 
2,323,660 69.5 19.9 
445,063 17.1 19.3 
1,837,868 41.1 22.8 
1,465,293 70.0 26.1 
1,490,991 403.7 62.2 
1,899,492 28 5 46 1 

__I___ 3,886,122 -~z7zg 39.2 
24,416,978 30.2 

Cost of RetirinQ 

Amount Pct. Avg. .. 

5-Yr 

F G=F/B H 

785,078 14.6 

3,080,152 72.5 
2.1 89,522 92.9 

2,389.843 65.6 67.7 
1,226,078 36.9 66.5 

1,245,117 54.8 56.4 

1,433,463 42.9 

1,572,733 72.5 51.8 

1,291,111 56.1 62.9 

944,014 66.9 54.8 
311,919 346.4 53.4 

266.993 304.4 37.9 
(6.212) -0.2 39.8 

407.718 22.9 28.3 
209,557 16 3 17.8 

0.0 5.1 
846,755 25.3 10.0 

4,691,270 179.8 31.2 
5,761,426 128.7 51.3 
1,335,375 63.8 54.3 

1,491,496 22.4 91.9 
1,954,166 .. .__. --I39 42.6 

930,744 -252.9 11 1.6 

34,358,315 42.6 

Net Salvaae 
5-Yr 

_____________.- Amount Pct. Avg. 
I=C-F J=I/B K 

(104,923) -2.0 
(116,558) -3.5 

(1,823,333) -42.9 

(1,415,866) -38.9 -35.3 

(298,343) -13.0 -30.2 

(398,419) -28.2 -22.7 

(1,406,079) -59.7 
(795.01 3) -36.7 -24.3 

(246,472) -7.4 -36.1 

(573,799) -25.2 -24.3 

(145,192) -161.3 -17.7 
825,379 24.1 -6.2 

114,554 6.4 2.9 
304,673 23.7 13.5 

0.0 6.0 
1,476.905 44.2 9.8 

(199,203) -227.1 -6.7 

(4,246,207) -162.7 -1 I .9 
(3,923,559) -87.7 -28.5 

129,918 6.2 -28.2 

407,996 6.1 -45.7 
1,931,956 13.7 -3.3 

560,247 -151.7 -49.4 

_ _ _ ~ ~ _ _ _ _  __ 
(9,941,337) -12.3 
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TUCSON ELECTRIC POWER COMPANY 
Net Salvage 
Account: 108.02 Distribution 

Schedule F 
Page 1 of 1 

- Gross Salvaqe 
5-Yr 

Year Retirements A m o u n t  &ct Avg- ____-______- ~ _ _  

~- g u s t e d  Net Salvage History -- 

A 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
201 0 
201 1 
Total 

B 

5,361,910 
3.337.683 
4,251,212 
2,355,616 
2,169,120 
3,641,728 
3,319.838 
2,301,967 
2,272.824 
2,156,814 

975,061 
4,408,607 
1,245,580 
3,497.746 
4,503,501 
2,029.1 83 
3.344,454 
2,609,551 
4,475,825 
2,093,352 
(369,287) 
6,660,347 

14,100,108 
80,742,740 

C D=CIB E 

680,155 12.7 
1,316,905 39.5 
1,256,819 29.6 

783,444 33.3 
777,720 35.9 27.6 
973,976 26.7 32.4 
979,605 29.5 30.3 
992,768 43.1 32.7 
671,318 29.5 32.1 
545,596 25.3 30.4 
166,727 17.1 30.4 
819,167 18.6 26.4 
67,789 5.4 20.5 

522,271 14.9 17.3 
514,230 11.4 14.3 

0.0 12.3 
2,323,660 69.5 23.4 

445,063 17.1 23.8 
1,837,868 41.1 30.2 
1,465,293 70.0 41.7 
1,490,991 -403.7 62.2 
1,899,492 28.5 46.1 

Cost of Retirinq 
5-Yr 

-~ Amount ~ _ _ ~  Pct. Avg. 
F G=F/B W 

785,078 14.6 
1,433,463 42.9 
3,080,152 72.5 
2,189,522 92.9 
1,572,733 72.5 51.8 
2.389.843 65.6 67.7 
1,226,078 36.9 66.5 
1,291.111 56.1 62.9 
1,245,117 54.8 56.4 

944,014 43.8 51.8 
311,919 32.0 45.5 

266,993 21.4 25.0 
407.718 11.7 15.7 
209,557 4.7 8.1 

0.0 5.6 
846,755 25.3 11.8 

4,691,270 179.8 38.5 
5,761,426 128.7 67.8 
1,335,375 63.8 86.8 

1,491,496 22.4 91.9 

(6,212) -0.1 31.2 

930,744 -252.0 11 1.6 

Net Salvacre 
5-Yr 

-_ Amount __ Pct. Avg. 
I=C-F J=IIB K 

(104,923) -2.0 
(1 16,558) -3.5 

(1,823,333) -42.9 
(1,406,079) -59.7 

(795,013) -36.7 -24.3 
(1,415,866) -38.9 -35.3 

(246,472) -7.4 -36.1 
(298,343) -13.0 -30.2 
(573,799) -25.2 -24.3 
(398,419) -18.5 -21.4 
(145,192) -14.9 -15.1 

825,379 18.7 4.9 

114,554 3.3 1.6 
304,673 6.8 6.2 

0.0 6.7 
1,476,905 44.2 11.6 

(199,203) -16.0 -4.4 

(4,246.207) -162.7 -14.7 
(3,923,559) -87.7 -37.7 

129,918 6.2 -45.1 

407,996 6.1 -45.7 
560,247 -151.7 49.4 

3,886,122 27.6 39.2 1 , 954 , 166 13.9 42 6 1,931,956 2 -3.3 
24,416,978 30.2 34,358,315 42.6 (9,941,337) -12.3 
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Q. 
4. 

Q. 
4. 

Q. 
4. 

Q. 
A. 

INTRODUCTION. 

Please state your name and business address. 

My name is Mark C. Mansfield. My business address is 3950 East Irvington Road, 

Tucson, Anzona 85714. 

By whom are you employed and what are your duties and responsibilities? 

I am employed by Tucson Electric Power Company (“TEP” or the “Company”) as Senior 

Director, Tucson Generation. 

Please describe your background and work experience. 

I have a Bachelor of Science Degree in Mechanical Engineering from Brigham Young 

University, and a Master of Business Administration degree from the University of Utah. 

Before coming to TEP, I was employed in various capacities by PacifiCorp, an electric 

utility that serves parts of Utah, Wyoming, Idaho, Oregon, Washington and California. 

My primary focus during that tenure was in the operations and maintenance of large 

power plants. I served as an engineer and maintenance supervisor at the Carbon Plant; as 

Maintenance Superintendent at the Hunter Station; as Director of Technical Support for 

PacifiCorp’s Generation Engineering Group in Salt Lake City, Utah; as the Plant 

Manager for the Naughton, Huntington, and Hunter Power Stations; and as Vice 

President of Thermal Operations, with responsibilities for PacifiCorp’s coal-fired, gas- 

fueled, and geothermal generation assets and operations. 

What have been your responsibilities while employed by TEP? 

Since joining the Company in June 2008, I have been responsible for the operations of 

the H. Wilson Sundt Generating Station (“Sundt”) and have overseen the Company’s 

fleet of combustion turbines, as well as the Company’s interests in its power plants 

1 
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Q. 
4. 

11. 

Q. 

A. 

operated by other companies. In my current position, I direct and monitor the daily 

operations at all Tucson generation facilities. Additionally, I regularly visit the 

Company’s other generation resources and meet with operators of our jointly-owned 

units, including the Four Corners Generating Station (“Four Corners”) (operated by 

Arizona Public Service Company (“APS”)), Navajo Generating Station (“Navajo”) 

(operated by Salt River Project (“SRP”)), and the San Juan Generating Station (“San 

Juan”) and Luna Generating Station (“Luna”) (operated by Public Service Company of 

New Mexico (“PNM’).) 

What is the purpose of your testimony in this proceeding? 

I will identify and explain the expected service lives and estimated decommissioning 

costs for all generation assets in which TEP has an ownership interest. That information 

was given to Company witness Dr. Ronald White for use in connection with his study to 

develop the new depreciation rates being requested by TEP in this proceeding. Dr. 

White’s recommended depreciation rates were then used by Company witness Karen 

Kissinger in computing her depreciation annualization adjustment. Finally, I am 

sponsoring the adjustment intended to normalize generation plant overhauls and outages. 

GENERATION EXPECTED SERVICE LIVES. 

Please explain what you mean by the “expected service lives” for TEP generation 

assets. 

The depreciation process provides TEP with an opportunity to systematically recover 

through rates the installed cost of its capital assets, including their estimated removal cost 

(net of salvage), over the projected usehl service lives of those assets. The “useful 

service life” is a period that extends from the time an asset is placed in service to the 

point at which service ends and the asset is physically removed and retired from the 
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Q. 

A. 

Q. 

A. 

Company’s books. For generation assets, this is the period when customers benefit from 

those assets. 

What criteria are considered in estimating the expected service lives of generation 

assets? 

That process focuscs upon a number of operational factors, including: 

0 the operating and maintenance history of the generating units; 

0 the current physical condition of the assets; 

0 equipment manufacturers’ recommendations; 

0 water supply availability and discharge rights; 

0 fuel supplies and transportation; 

0 

0 

0 land use authorization; 

0 

0 

0 

access to the transmission system; 

legislation or regulatory actions affecting remaining service life; 

potential for life-extension from fuel conversion or repowering; 

potential reclassification of the unit in the Company’s dispatching hierarchy; and 

any significant capital expenditures that would be required to continue operations, 

as well as other considerations, such as critical piping assessments, tube thickness, 

and cumulative turbine stresses. 

What expected service lives for existing TEP generation did you recommend that 

Dr. White utilize in his depreciation study? 

It was my recommendation that the expected service lives for all simple-cycle steam- 

generating units either fully or partly owned by TEP be set at 60 years. For gas-fired 

turbines or combined-cycle generating units owned either fully or partly by TEP, the 

service life expectancy should be set at 45 years. Finally, for solar-generation assets, our 

current service life expectancy is 20 years. As more fully explained in his direct 
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Q. 
A. 

testimony, the depreciation rates developed by Dr. White for our conventional generation 

reflect the expected remaining service life of each generating unit, based on its actual in- 

service date and the life expectancies noted above. Exhibit MM-1 to my testimony is a 

table showing the respective in-service date and expected remaining service life for each 

generating unit as of December 3 1, 201 1. These life expectancies are consistent with the 

data used in preparing the 2012 TEP Integrated Resource Plan (“IRP”) filed with the 

Arizona Corporation Commission (“Commission”) on April 2, 201 2. 

How were these estimates made? 

I began by reviewing the operating data underlying the life expectancies implicit in 

current depreciation rates. In recent years, an extensive analysis of the condition of 

various TEP generation resources was conducted to assess the service life expectations 

implicit in their depreciation rates at the time: 

0 2002 - TEP’s analysis of all units at Suiidt indicated life expectancies of 60 years 

for the steam units and 45 years for the gas turbines. 

0 2004 - TEP’s analysis of the useful remaining lives for all generation other than 

units at San Juan produced estimates of 11 to 22 years. 

0 2005 - A study conducted by the joint owners of San Juan concludes that the 

plant’s life expectancy should be set at 40 to 60 years. 

In each case, the analyses considered all of the operational factors I listed earlier in my 

testimony. In addition to reviewing these studies, I considered the current condition of 

TEP’s generation assets. 
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111. 

Q .  
A. 

Q .  

A. 

Q.  
A. 

DECOMMISSIONING COST ESTIMATES. 

Please explain what you mean by the term “decommissioning”. 

Decommissioning is the process of permanently removing a power plant from active use 

at the end of its service life. It includes dismantling the physical plant, disposing of the 

materials, and restoring the site to its preoperational condition. As previously noted, 

under the traditional capital recovery methods used in cost-based utility rate-making, 

capital assets are depreciated using rates that reflect the installed cost of assets, estimates 

of removal costs (net of salvage recoveries through scrap sales or potential for reuse), and 

the expected service lives of the respective assets. 

Is this the first time decommissioning studies have been presented in connection 

with a TEP rate case? 

Yes. The estimates prepared for this proceeding are the first such studies performed by 

TEP and submitted to the Commission for its review in connection with a depreciation 

rate request. In this matter, TEP is requesting new depreciation rates based on a 

comprehensive study reflecting current service life expectations and current estimates of 

removal costs for generation assets. 

Please describe the decommissioning studies. 

Our key objective was to produce updated estimates of the decommissioning cost for 

each generating facility. To reduce the cost of this process, we capitalized on 

opportunities to update previous studies by retaining the services of the same consulting 

firms that performed them. Each study sought to estimate the cost of entirely dismantling 

all existing generating units, disposing of the removed equipment and materials in an 

appropriate and safe manner, and restoring the land to its pre-construction condition. 

TEP employees maintained close communications with representatives of the respective 
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Q. 
A. 

Q. 
A. 

firms throughout the course of their studies, and provided them with drawings and other 

necessary specifications, as well as facilitated site visits. Copies of these studies will be 

provided to Commission Staff as part of the workpapers supporting the Company’s 

Application. 

What firms produced the decommissioning studies and resulting cost estimates? 

Burns & McDonnell of Kansas City, Missouri was retained to study steam generating 

units at Sundt; Units 1 and 2 at the Springerville Generating Station (“SGS”), along with 

that plant’s common facilities and he1 handling facilities; Luna; and gas-fired turbines at 

Sundt and the DeMoss Petrie and North Loop substations. 

Black & Veatch of Overland Park, Kansas was retained to study TEP’s assets at San 

Juan, where the Company owns a 50% stake in Units 1 and 2 and a 19.8% share of the 

common facilities. The firm conducted a similar study of San Juan in 2003 for PNM, the 

plant’s operator. 

Sargent & Lundy of Chicago, Illinois was retained to study TEP’s assets at Navajo, 

where the Company owns a 7.5% stake in Units 1, 2, and 3 and the common facilities, 

That firm performed a similar study in 2008 for the plant’s operator, SRP. 

Did TEP retain a firm to conduct a study of Four Corners Generating Station? 

No. TEP owns a 7% interest in Units 4 and 5 and a 5.07% share of the common facilities 

at the plant, which is operated by APS. In 2009, APS hired the Shaw Group of 

Centennial, Colorado to perform a demolition cost estimate for Four Corners. After 

thoroughly reviewing the Shaw Report and considering its timeliness, I concluded that 

the study provides a reliable estimate of decommissioning costs. A new study would not 

likely produce significantly different results and would be significantly more costly to 
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Q. 

A. 

IV. 

Q. 
A. 

produce. Therefore, I have concluded those estimates of costs are reasonable and have 

adopted them as a part of my testimony. 

Has TEP reviewed the decommissioning study reports and cost estimates from the 

consultants? 

Members of my staff and I thoroughly reviewed the reports and asked numerous 

clarifying questions. When I was satisfied that the reports provide reasonable estimates 

of the current costs of removing generation assets, I provided them to Dr. White, our 

depreciation consultant, to incorporate into his depreciation study. 

SERVICE LIVES OF SOLAR ASSETS. 

Please describe TEP’s deployment of solar generation plant. 

TEP began installing photovoltaic (“PV”) systems in 1998 and has expanded these 

resources to comply with renewable energy mandates approved by the Commission. 

Through the end of 201 1, TEP had installed 13.7 MW of company-owned PV resources, 

including a 6.4 MW array near SGS and other systems at the Company’s Irvington Road 

campus, its corporate headquarters, the DeMoss Petrie substation, and the University of 

Arizona’s Science and Technology Park in southeast Tucson. As TEP witness David 

Hutchens discusses in his direct testimony, the Company is complying with the 

Commission’s Renewable Energy Standard through cost-effective investments in PV and 

other renewable generation capacity. These investments include a solar thermal steam 

generating system planned for Sundt, consistent with the Company’s IRP filed with the 

Commission on April 2,2012. 
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A. 

Q. 
A. 

V. 

Q. 
A. 

Q. 
A. 

How have these solar assets been depreciated? 

They have been depreciated at a rate of 5% per year, based on an estimated 20-year 

service life. This rate has been in use since the first solar installation in 1998. 

What did Dr. White use for the Company’s PV assets in his study? 

Through the end of the test year, TEP has not physically retired any solar generation 

assets. Accordingly, I am recommending continued use of the 20-year service life until 

sufficient retirements occur to support the use of some other depreciation rate. 

PLANT OVERHAUL AND OUTAGE ADJUSTMENT. 

Please describe the Plant Overhaul and Outage Adjustment. 

Generating overhauls are quite costly and do not occur at regular annual intervals; thus, the 

maintenance expense recorded in any given year is not representative of an average annual 

cost. This adjustment is intended to reflect in test-year maintenance expense a normal 

annual level of plant overhaul and outage costs. 

How was the adjustment calculated? 

As was done in a similar adjustment filed in the last TEP rate case, this adjustment reflects 

the actual frequency and incremental cost of major and minor plant overhauls at each 

generating unit during recent years (2004-201 1) and forecasted for future years (20 12-2020 

for TEP units, 2012-2018 for jointly owned units). With that data, a normal annual cost 

level was computed, with the adjustment being the difference between that amount and 

such costs recorded during the test year. 
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Q. 
A. 

Q. 
A. 

Can you explain “major” and “minor” plant overhauls? 

Yes. Historically, the scope of a major overhaul includes the turbine, boiler, and other key 

equipment at a generating unit. It typically lasts six weeks. A minor overhaul includes 

just the boiler and other key equipment, and requires about four weeks. It should be noted 

that, with the installation of new pollution abatement equipment such as selective catalytic 

reduction (“SCR’), as more hl ly  described in the testimony of Mr. Hutchens, the duration 

of outages, and corresponding costs, will likely increase. 

Does this conclude your direct testimony? 

Yes it does. 

9 



EXHIBIT 
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TEP Generation 
Projected Removal Dates 

Steam Production - 
Sundt No. 1 
Sundt No. 2 
Sundt No. 3 
Sundt No. 4 
Four Corners No. 4 
Four Corners No. 5 
Navajo No. 1 
Navajo No. 2 
Navajo No. 3 
San Juan No. 1 
San Juan No. 2 
Springerville No. 1 
Springerville No. 2 
Springerville No. 1 Common 
Springerville No. 2 Common 
Springerville Coal Handling 

Other Production- 
Sundt No. 1 
Sundt No. 2 
N. Loop No. 1 
N. Loop No. 2 
N. Loop No. 3 
N. Loop No. 4 
Demoss-Petrie No. 1 
Luna 

Solar (Acct. 344) 

In-Service 
Year 

1958 
1960 
1962 
1988 
1969 
1970 
1974 
1975 
1976 
1976 
1973 
1985 
1990 
1985 
1990 
1985 

1972 
1972 
1972 
1972 
1972 
2001 
2001 
2006 

Various 

Projected 
Retirement 

Year(a) 

2018 
2020 
2022 
2048 
2029 
2030 
2034 
2035 
2036 
2036 
2033 
2021 (b) 
2050 
2021 (b) 
2020 (b) 
2021 (b) 

2017 
2017 
2017 
2017 
2017 
2046 
2046 
2051 

20years (c) 

(a) Based on 60 years for steam generation and 45 years for gas turbines. 
(b)  Leasehiold Improvements - based on lease term. 

(c) Reflects service life implicit in depreciation rate currently used for REST assets 
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I. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
4. 

Q. 
4. 

INTRODUCTION. 

Please state your name and business address. 

My name is James 1. Warren. My business address is 655 Fifteenth Street, N.W., 

Washington, D.C. 20005. 

By whom are you employed and in what capacity? 

I am a member of the law firm of Miller & Chevalier Chartered (“Miller”). 

Please describe your current responsibilities at Miller. 

I am engaged in the general practice of tax law. I specialize in the taxation of and the tax 

issues relating to regulated public utilities. Included in this area of specialization is the 

treatment of taxes in regulation. 

On whose behalf are you submitting this testimony? 

I am submitting this testimony on behalf of Tucson Electric Power Company (“TEP” or 

the “Company”). 

Please describe your professional background. 

For more than 20 years, I have been involved in the provision of tax services almost 

exclusively to companies in various segments of the utility industry. I joined Miller in 

February of 2012. For the three years prior, I was a partner in the law firm Winston & 

Strawn and for the five years prior to that, I was a partner in the law firm Thelen Reid 

Brown Raysman & Steiner LLP. Before that, I was affiliated with the international 

accounting firms of Deloitte LLP (October 2000 - September 2003), 

PricewaterhouseCoopers LLP (January 1998 - September 2000) and Coopers & Lybrand 

(March 1979 - June 1991) and the law firm Reid & Priest LLP (July 1991 - December 
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Q. 
A. 

Q. 
A. 

1997). At each of these professional services firms, I provided tax services primarily to 

electric, gas, telephone and water industry clients. My practice has included tax planning 

for the acquisition and transfer of business assets, operational tax planning and the 

representation of clients in tax controversies with the Internal Revenue Service (“IRS”) at 

the audit and appeals levels. I have often been involved in procuring private letter rulings 

or technical advice from the IRS National Office. On several occasions, I have represented 

one or more segments of the utility industry before the IRS and/or the Department of 

Treasury regarding certain tax positions adopted by the federal government. I have 

testified before several Congressional committees and subcommittees and at Department of 

Treasury hearings regarding legislative and administrative tax issues of significance to the 

utility industry. I am a member of the New York, New Jersey and District of Columbia 

Bars and also am licensed as a Certified Public Accountant in New York and New Jersey. 

I am a member of the American Bar Association, Section of Taxation where I am a past 

chair of the Committee on Regulated Public Utilities. 

Have you testified in any regulatory proceedings? 

Yes I have. I have testified regarding tax, tax accounting and regulatory tax matters before 

a number of regulatory bodies including the Federal Energy Regulatory Commission 

(“FERC”) and the utility commissions in Florida, Arkansas, Louisiana, Nevada, Delaware, 

West Virginia, New Jersey, the District of Columbia, the City of New Orleans, New York, 

Connecticut, Ohio, California, Maryland, Pennsylvania, Missouri, Illinois, Kentucky, 

Vermont Tennessee, Indiana and Texas. 

Please describe your educational background. 

I earned a B.A. (Political Science) from Stanford University, a law degree (J.D.) from New 

York University School of Law, a Master of Laws (LL.M.) in Taxation from New York 
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Q. 
A. 

[I. 

Q. 

A. 

University School of Law and a Master of Science (M.S.) in Accounting from New York 

University Graduate School of Business Administration. 

What is the purpose of your testimony? 

In its filing in this proceeding, TEP calculated its net rate base consistent with other rate 

cases - it reduced its gross rate base by the amount of its accumulated deferred income tax 

(“ADIT”) balance. However, there are two features of its ADIT balance that have not been 

typical of past filings. The purpose of my testimony is to support and explain these two 

features. Specifically, I support and explain the reflection of the Company’s net operating 

loss (“NOL”) carryforward as a decrease to its net ADIT balance (that is, an increase to 

rate base). I also support and explain the reflection of the Company’s minimum tax credit 

carryforward (“MTCC”) as a decrease to its net ADIT balance (again, an increase to its 

rate base). 

SUMMARY OF KEY POINTS. 

Why are you providing testimony supporting and explaining the Company’s 

treatment of its NOL carryforward? 

The Company is aware of the prior orders of the Arizona Corporation Commission 

(“Commission”) in Las Quintas Serenas Water Company, Decision No. 72498 (July 25, 

201 1) and Rio Rico Utilities, Inc., Decision No. 72059 (January 6, 201 1) in which this 

Commission adopted treatments for those companies’ NOL carryforwards that were 

different from the one the Company employed in its filing. Therefore, I provide further 

explanation and evidence in support of the Company’s treatment of this tax attribute - 

including information that I do not believe was considered in the Las Quintas and Rio Rico 

cases - so that the Commission can make a fully informed decision that accurately reflects 

3 



I 
I 
I 
I 
I 
I 
I 
1 
I 
B 
I 
I 
I 
I 
I 
I 
I 
I 
I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q. 

A. 

the economics of TEP’s tax posture and, of critical importance, is necessary to comply 

with the tax normalization rules. 

You refer to information that you believe was not considered by the Commission in 

the Las Quintas and Rio Rico cases. Please explain. 

In my testimony, I provide evidence on two key topics that I do not believe were 

considered in these prior Commission proceedings: (1) evidence regarding rulings of other 

regulatory commissions on the same topic, and (2) evidence regarding the tax law 

requirements under the normalization rules which, if violated, would undoubtedly create a 

significant detriment to the Company and its ratepayers. 

In each of the prior orders, the Commission remarked that the subject utility did not 

provide any authority to support including the NOL carryforward in ADIT. In fact, in 

other regulatory jurisdictions, it is common practice to do so. I provide testimony 

regarding the treatment of NOL carryforwards in other jurisdictions. Specifically, I refer 

to rulings by FERC and the commissions in Connecticut, New Mexico, Texas and Illinois. 

I also provide testimony regarding the implications of tax normalization rules for the 

treatment of NOL carryforwards. Those rules create stringent requirements for such 

treatment which must be met in order for a utility to continue to claim the benefit of 

accelerated tax depreciation. This is because Congress intended accelerated tax 

depreciation to encourage investment - a purpose that is frustrated by the ratemaking 

treatment the Commission ordered in the Las Quintas and Rio Rico cases. If the 

Commission were to issue a similar ruling in this case, the Company’s loss of accelerated 

tax depreciation would create significant future tax liabilities that would detrimentally 

impact both the Company and its ratepayers. 
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Q. 
A. 

[II. 

Q. 
A. 

Q. 
A. 

Why did the Company treat its NOL carryforward in the way that it did? 

I will summarize the Company’s basic rationale here and then will provide a detailed 

explanation for that rationale. As I indicated, in prior filings the Company has reduced its 

rate base by its ADIT balance. This makes perfect sense because its ADIT balance 

represents the quantity of incremental cash the Company possesses as a result of being able 

to use certain favorable tax provisions such as accelerated depreciation. The incremental 

cash is interest-free and available to support TEP’s rate base - which is why it is treated as 

it is. However, to the extent of its NOL carryforward, the favorable tax provisions have 

not yet provided any incremental cash. In order to accurately reflect the true quantity of 

interest-free cash available to the Company, its ADIT balance must be adjusted to take 

account of this economic reality. This is precisely what the Company did when it reduced 

its ADIT balance (the tax effect of all of the favorable tax provisions, whether or not they 

produced interest-free cash) by its NOL carryforward deferred tax asset (the tax effect of 

the favorable tax provisions that have not yet produced interest-free cash). 

BACKGROUND ON ADIT. 

As a threshold matter, what produces deferred taxes? 

Deferred taxes are produced when an item of income or expense is recognized for financial 

reporting purposes in a period that is different from the period in which it is recognized for 

tax purposes. In the context of utility regulation, this treatment is often referred to as 

normalization and it is necessary to the maintenance of inter-generational equity - that is, 

all customers receive the tax benefits commensurate with the expenses they fund. 

What is the source of most utility deferred taxes? 

Accelerated depreciation. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Can you provide an example of how deferred taxes work? 

Yes. A $1 million electric distribution line is a good asset to illustrate the princip-2. 

Assume the line is placed in service in 201 1 and is assigned a 40-year life for regulatory 

purposes. Its depreciation rate would, therefore, be 2.5% and rates would be set to allow 

the utility the opportunity to collect $25,000 in depreciation from its customers each year 

for 40 years. For tax purposes, however, the line is eligible for 100% bonus depreciation 

and, consequently, its cost is fully deductible in 201 1. Thus, considering only depreciation 

on the line, in 201 1 the utility would take in $25,000 of taxable revenue and claim a tax 

deduction of $1 million. Thus, it would produce a net tax deduction of $975,000 ($1 

million minus $25,000) which, if it offset the utility’s other taxable income (and assuming 

a 35% tax rate), would produce incremental cash (i.e., a reduction in the amount of tax 

otherwise payable) of $341,250 ($975,000 multiplied by 35%). 

What is the nature of this cash? 

This cash represents fundl presently available to the utility. However, they will have to be 

paid back to the government over time. In effect, the liberalized tax depreciation gave rise 

to a loan from the government. 

To continue the analogy, how is the “loan” repaid? 

In each of the next 39 years, the utility will collect $25,000 from its customers to fund the 

depreciation on the line. This will all be taxable income. However, because the utility 

claimed 100% depreciation in the first year, it will be entitled to no fkrther depreciation tax 

deductions. Thus, in each of the 39 years, the utility will include on its tax return $25,000 

of taxable income upon which it will pay $8,750 ($25,000 multiplied by 35%) of tax. Over 

the 39 years, it will pay a total of $341,250 ($8,750 multiplied by 39) - an amount 

precisely equal to the cash benefit it enjoyed in 201 1. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

So the repayment is effected by filing future tax returns? 

Exactly. 

What are the consequences of the “loan” being repaid in this way? 

Because the loan is repaid by the filing of future tax returns, there is no interest associated 

with it. It is, in truth, interest-free. 

How does this relate to deferred taxes? 

The outstanding loan balance is reflected as an ADIT credit. In essence, it is posted as a 

liability - like the governmental loan it essentially is. This ADIT credit balance is at its 

maximum in 201 1 and then diminishes each year for the next 39 years as the loan is repaid. 

How is this ADIT credit balance treated for regulatory purposes? 

Because the utility has in hand incremental capital in the amount of its ADIT credit 

balance for which it does not incur a carrying cost, this ADIT balance, that is, the balance 

of the governmental loan, is properly reflected as a reduction to rate base. In this way, 

ratepayers receive the entire benefit of the interest-free feature of the loan. 

To your knowledge, is this treatment novel or controversial? 

Not at all. I believe all parties to this proceeding will agree that this treatment is both 

“standard operating procedure” and appropriate. 
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IV. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Q. 
4. 

INCLUDING NOL CARRYFORWARDS IN ADIT. 

What aspects of ADIT are unusual in this case as compared to previous filings by the 

Company? 

What is unusual is that, in this filing, TEP’s ADIT balance reflects the consequences of an 

NOL carryforward. 

What is an NOL? 

An NOL is created when, in any year, a taxpayer reports more deductions than it has 

taxable income. Under the applicable tax rules, an NOL can, in general, be carried back 

two years or forward twenty years. In the year to which it is carried, an NOL is treated like 

an additional deduction, reducing the taxable income otherwise produced in that year. The 

general rule is that an NOL must be carried back to the earliest possible year and then 

applied to all subsequent years in chronological order. 

What are the consequences of carrying an NOL forward? 

When an NOL must be carried forward, some quantity of the deductions claimed by the 

taxpayer in the year the NOL is produced will not offset taxable income and not reduce the 

taxpayer’s tax liability - that is, until a subsequent year when the carryforward is used. 

Can you provide a simple example of how this works? 

I can. Assume a 35% tax rate in all years. Utility produces taxable income of $0 in both 

Year 1 and Year 2 and pays no tax in either of those years. In Year 3, Utility produces 

taxable income before accelerated tax depreciation of $100 but is entitled to accelerated tax 

depreciation of $300. Thus, in Year 3 Utility produces an NOL of $200 all of which it 

must carry forward. $100 of the $300 of Year 3 accelerated depreciation is used to offset 

taxable Utility’s Year 3 taxable income. As a result, the accelerated depreciation it 
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YEAR1 

Q. 
A. 

Q* 
A. 

YEAR2 YEAR3 

claimed reduces Utility’s tax due in Year 3 by $35. So far, Utility has $35 of incremental 

cash on account of claiming accelerated depreciation in Year 3. However, with respect to 

the remaining $200 of Year 3 accelerated depreciation, Utility receives no incremental 

cash. In fact, it wouldn’t matter if, in Year 3, Utility were to claim an additional $1 billion 

of accelerated depreciation. The incremental deduction would not produce another nickel 

of cash - at least in the year the depreciation deduction is claimed. Additional cash will 

only be produced in a future year when the NOL carryforward is used to reduce a tax 

liability that would otherwise be due in that year. The results described above can be 

2 

depicted in tabular form as follows: 

I 

Tax Due Before Acc. Dep. $0 $0 $35 

3 

I 1 Taxable Income Before Acc. Dep. 

Accelerated Depreciation ($300) 

4 

5 

Tax ReductiodRecovery - Acc. Dep. ($0) ($0) ($35)  

Tax Reduction - NOL Carryforward $0 $0 $0 

What, then, is the significance of an NOL carryforward? 

In terms of the “loan” analogy I used previously, the government does not extend a loan 

until the accelerated depreciation is claimed and is used to reduce a tax liability. In terms 

of the example, as of the end of Year 3, the governmental loan extended is $35 ($100 

multiplied by 35%), not $105 ($300 multiplied by 35%). 

How is this fact represented on the Company’s records? 

The Company reflects the amount of the loan that has not yet been made but that will be 

made in the future as an ADIT debit. You can look at the debit as a future cash flow - not 
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Q. 

A. 

V. 

Q. 

4. 

Q. 

4. 

unlike a receivable or any other asset. The cash will flow when the NOL carryforward is 

used against a future year’s taxable income. Until that time, however, there is no cost-free 

capital. 

If an NOL carryforward represents a governmental loan not yet made, what is the 

significance for ratemaking purposes? 

The Company’s ADIT credit balance represents the tax benefit of its favorable tax 

deductions regardless of whether or not they actually produced cash. Thus, where there is 

an NOL carryforward, the pure credit balance overstates the amount of the governmental 

loan available to the Company. The balance must be adjusted to properly reflect the 

position of the Company vis a vis its access to cost-free capital. This is what the Company 

has done. 

OTHER JURISDICTIONS RECOGNIZE NOL CARRYFORWARDS IN ADIT. 

Are you aware of any fully litigated decisions in other regulatory jurisdictions in 

which the treatment of NOL carryforwards was at issue? 

I am aware of several such decisions, including before the FERC and state public utility 

commission in Connecticut, Illinois, New Mexico and Texas.’ 

Did any of the commissions adopt essentially the same ratemaking treatment you 

recommend here? 

Yes. All five of the commissions treated the NOL carryforwards as the Company has 

proposed in this proceeding. 

Kern River Cas Transmission Company, FERC Docket No. RP04-274-000 (October 19,2006); Yankee Cas Sewices 
?ompany, Conn. Docket No. 10-12-02RJ301,2011 Conn. PUC Lexis 189 (September 28,201 1); Public Service of 
V e w  Mexico, New Mexico Case No. 10-00086-UT (July 28, 201 1); CulfStates UtiIities Co., Docket No. 8702, 17 
rex. P.U.C. Bull., 703 (P.U.C.Texas May 2, 1991); Commonwealth Edison Co., Docket No. 94-0065, 158 PUR4th 
158 (Ill. CC, January 9, 1995). 
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Q. 
A. 

Q. 
A. 

Please discuss the FERC order. 

In its Kern River decision, the FERC stated: 

229. There is a second type of timing [difference] that can have 
the opposite effect. It is possible that some accounting entries will 
decrease expenses or increase income for IRS purposes faster than 
would be the case for accounting purposes. In this case the cash 
flow from the tax allowance embedded in the regulated entity’s 
rates is less than the income tax payments that are generated by the 
higher income. When the regulated entity pays for an expense 
earlier than would be under the Commission’s regulatory 
accounting system, it is in essence committing more funds to the 
business, The difference is therefore capitalized and added to the 
rate base. The difference in the timing that results is capitalized 
and added to the rate base to allow a somewhat higher return on 
the additional funds that have been committed to the enterprise. 
As the accounting entries for these expenses are entered (usually 
allowance for funds used during construction), the difference in 
timing is reversed, the short term addition to the rate base 
decreases, and return drops. This timing difference is reflected as 
an ADIT debit, or regulatory asset, in Account No. 190. 

230. In the instant case the NOL was properly included in 
Account No. 190. The large depreciation deduction for the 
“bonus” depreciation was properly reflected as a credit in Account 
No. 282 and served to reduce rate base to reflect the difference in 
timing previously described. However, the impact of this 
deduction was SQ great that it exceeded the taxable cash that would 
have been generated under the straight line regulatory method. 
Thus, Kern River was not able to use the full extent of the 
deduction in the first year it was available. However, as discussed, 
the full accelerated depreciation amount is included in the credit 
ADIT in Account No. 282. Without a corresponding debit in 
Account No. 190, Kern River’s rate base would be reduced even 
through it did not achieve the tax savings, and additional cash 
flow, that a credit entry in Account No. 282 is intended to offset. 
Therefore the NOL is carried forward as a regulatory asset in 
future years and is reduced as the tax savings actually accrue to 
Kern River.2 

Please discuss the Connecticut order. 

Like the FERC, the Connecticut commission recognized that NOL carryfonvards are 

properly reflected in ADIT. In its Yankee Gas Services decision, the Connecticut 

Department of Public Utility Control stated: 

Kern River Gas Transmission Company, FERC Docket No. RPO4-274-000 (October 19,2006) at page 92 2 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

In the instant proceeding, the Authority finds that the NOL generated 
during rate year 1 ending June 30, 2012 (RYl) diminished the cash flow 
available to Yankee as a result of the tax effect of the timing differences 
between straight line book depreciation and accelerated tax depreciation 
 deduction^.^ 

What about the New Mexico commission’s order? 

The New Mexico commission also ruled that the utility’s NOL carryforward should be 

reflected in its ADIT balance, though without the analysis contained in the other  order^.^ 

Please address the Texas order. 

The Texas PUC provided a clear explanation of why NOL carryforwards should be 

included in ADIT as follows: 

Deferred accumulated federal income taxes are properly included 
as a credit to GSU’s rate base because deferred federal income 
taxes represent cost free capital to the Company. However, this 
cost free capital is appropriately reduced to the extent that GSU 
has NOL carry forwards, which the utility is currently unable to 
use. Just as deferred income taxes represent future taxes which the 
utility has not yet been required to pay, NOLs represent deductions 
to the utility’s tax liability which the Company has not yet realized. 
To the extent that a utility has unutilized NOL carry forwards, its 
tax liability will be reduced in the future. Therefore, if the 
Commission is going to include deferred income taxes as a 
reduction to rate base, which it should, the Commission should 
likewise include known reductions to those deferred taxes. 
Consequently, NOLs should be included as an offset in the 
calculation of the deferred income tax balance included in rate 
base.5 

Finally, please describe the Illinois order. 

The Illinois Commerce Commission (“ICC”) reached the same conclusion, stating: 

We believe, in this instance, Edison’s rate base should include a 
deferred tax asset offsetting the deduction for deferred taxes, so 
that deferred tax accounting items will be treated consistently. If 
we were to make this rate base adjustment, the Company well 

Yankee Gas Services Company, Conn. Docket No. 10-12-02REO1, 2011 Conn. PUC Lexis 189 (September 28, 

Public Sewice ofNew Mexico, New Mexico Case No. 10-00086-UT (July 28,201 1). 
GuIfStates Utilities Co., Docket No. 8702, 17 Tex. P.U.C. Bull., 703 (Tex. PUC May 2, 1991). 

3 

201 1) at page 3. 
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Q. 
A. 

Q. 

A. 

might forfeit ‘5s federal deferred income tax benefits. This would 
be inequitable. 

Please summarize the relevance of the five regulatory orders you discuss here. 

Each of the five commissions faced a utility with an NOL carryforward - the situation 

faced by this Commission. In the first three orders, the NOL carryforward was attributable 

to unusually large depreciation deductions - precisely the situation faced by this 

Commission. Recognizing the cash flow implications of the NOL carryforward, each 

regulatory body included the deferred tax debit attributable to that carryforward in its rate 

base computation. This Commission should do likewise. 

Cutting through all of the accounting and tax rules, does it make any sense to ignore 

the impact of an NOL carryforward? 

No it doesn’t. If the effect of the Company’s NOL carryforward is ignored, then every 

dollar of accelerated depreciation and other favorable deductions claimed by the Company 

on its tax returns would reduce its rate base - even though, to the extent the deductions 

simply produced an NOL carryforward, they would not have deferred any tax and, 

therefore, produced no immediate incremental cash for the Company. If, instead, the 

Company had claimed fewer such deductions - only enough to eliminate its taxable 

income but not enough to produce an NOL Carryforward - then it would be in the same 

cash position (that is, the Company still would have paid $0 tax); but the amount by which 

its rate base is reduced would be diminished. Thus, in a perverse twist of logic, that rate 

treatment would render the Company worse off if it claimed favorable tax deductions than 

if it did not claim them. This makes no sense. 

Commonwealth Edison Co., Docket No. 94-0065, 158 PUR4th 458 (111. C.C., January 9, 1995). 
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VI. 

Q. 

A. 

Q. 
A. 

THE FEDERAL TAX NORMALIZATION REQUIREMENTS. 

The Illinois Commerce Commission order excerpted above referred to certain tax 

consequences of not including NOL carryforwards in ADIT. Please explain. 

The ICC was referring to the tax normalization rules. This is perhaps an even more 

significant reason to support the Company’s inclusion of its NOL carryforwards in ADIT. 

There is a significant risk of an adverse tax impact to the Company (and its ratepayers) 

should the Company’s position regarding NOLs in ADIT be rejected by the Commission. 

What are the tax depreciation normalization rules? 

Accelerated depreciation is a creature of tax law. It was enacted for the purpose of 

promoting investment in plant and equipment by businesses. Congress was focused on 

providing investment incentives. However, Congress was concerned that, in the case of 

regulated utilities whose rates are set by reference to their costs, these incentives could be 

flowed directly to customers through the rate-setting process. If this were to occur, then 

the benefits Congress had intended to promote investment by taxpayers in plant and 

equipment would be stripped from those taxpayers and converted into consumption 

incentives for other taxpayers who did not make those investments. Because this was not 

Congress’s intent, it included in the tax law a set of rules to prevent this from happening - 

the depreciation normalization rules. These rules are designed to allow access to 

accelerated depreciation only to utilities whose ratemaking is consistent with 

Congressional intent - that is, where the incremental cash produced by this tax benefit 

remains a utility capital investment incentive. This is, very generally, accomplished by 

mandating deferred accounting for the tax benefit - a procedure commonly referred to as 

normalization. By means of this accounting process, the additional cash resulting from the 

reduction in a utility’s tax liability (what I have characterized as the governmental loan) is 

retained at the utility level, thereby providing the intended subsidy. 
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Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Q. 
4. 

Is bonus depreciation subject to the depreciation normalization rules? 

Like all accelerated tax depreciation, it is. 

How do the depreciation normalization rules operate? 

They are, in practice, extremely complex and comprehensive. They prescribe (1) how to 

implement the required tax benefit deferral, (2) what can be done with the deferred tax 

benefit once it is deferred, and ( 3 )  under what circumstances the deferred tax benefit can be 

reversed. 

Which of these three requirements are most directly implicated by the Company’s 

treatment of its NOL carryforward? 

The Company’s treatment most directly implicates the first two of the three requirements. 

Please explain the requirement relating to the deferral of the benefit of accelerated 

depreciation. 

The benefit of accelerated depreciation is that it defers one’s tax liability. That is the 

extension of the governmental loan. The normalization statute requires that, where a utility 

claims accelerated tax depreciation, it must make an adjustment to a reserve to reflect “the 

amount of the deferral of Federal income tax liability” resulting from the use of such a 

depreciation method. It is this deferral, this normalization, which prevents the 

governmental loan from being passed through to customers in ratemaking. 

What is the critical aspect of this first requirement? 

It is critical to note that the adjustment to the reserve must be equal to the tax deferred. As 

I indicated earlier in this testimony, claiming accelerated depreciation that creates an NOL 

carryforward does not defer any tax. Thus, such claimed but unused accelerated 

depreciation must not have any effect on deferred tax expense. 
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Q. 
A. 

Q. 
A. 

Q. 

A. 

Do the normalization regulations explicitly recognize this situation? 

Yes they do. The applicable Treasury regulations provide that, if in respect of any taxable 

year, a utility’s use of accelerated tax depreciation results in an NOL carryover which 

would not have arisen had the utility not claimed acceIerated tax depreciation, then the 

amount and time of the deferral of tax liability shall be taken into account in such 

appropriate time and manner as is satisfactory to the District Director. 

What is the significance of this provision? 

While it leaves much to be desired in the way of clarity and comprehensiveness, it does 

indicate that, when a utility produces an NOL carryforward in a year in which it claims 

accelerated depreciation, the implementation of the tax deferral required under the 

normalization rules requires special consideration. Because the normalization rules only 

concern themselves with the benefits of accelerated depreciation, the conclusion is 

inescapable that, in such a circumstance, some portion of the NOL must be attributable to 

accelerated depreciation. Otherwise, the normalization rules would not be involved. 

The regulation provision you describe refers to the District Director as the authority 

who determines the propriety of the timing of deferral recognition where there is an 

NOL carryforward. What does that mean? 

As a practical matter, not much. This regulation provision is more than 35 years old. For 

many years, the IRS divided the country into districts and appointed a District Director in 

each one. However, it has since reorganized such that the District Director position no 

longer exists. The importance of the provision is its recognition that, where there is 

accelerated depreciation claimed and an NOL carryforward produced, the normalization 

rules are implicated. 
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Q. 
A. 

Q. 
A. 

2. 

2. 

2. 
!I. 

Please explain the second requirement of the depreciation normalization rules. 

The second requirement is that the amount of a utility’s ADIT reserve that can reduce rate 

base cannot exceed the amount of such reserve used in computing a utility’s cost of service 

in ratemaking. 

Is the Company’s treatment consistent with this requirement? 

Yes it is. The Company’s treatment effectively removes from its ADIT balance an amount 

of deferred taxes attributable to claimed but as yet unused depreciation deductions. These 

deductions did not defer any tax and, consequently, were not - and could not, consistent 

with the normalization rules - be included in the Company’s deferred tax expense. The 

inclusion of these incremental deferred taxes reflected as a reduction in rate base when 

they have not been included in the Company’s deferred tax expense would directly conflict 

with the second depreciation normalization requirement. 

Are you aware of any IRS pronouncements that address the normalization 

consequences of NOL carryforwards? 

There is one private letter ruling (“PLR’) - PLR 88 18040 published on February 9, 1988 

(a copy of which is attached as Exhibit JIW - 8) - that does  SO.^ 

Please describe that PLR. 

The ruling addressed the situation in which a utility incurred a large quantity of 

depreciation deductions in 1985 and 1986. The deductions were so large that they could 

not all be used but, instead, created an NOL carryforward. The utility did not create 

A PLR is written legal guidance issued by the National Office of the 1RS to a taxpayer. A PLR is binding as 
)etween the IRS and the taxpayer. It is not, however, legally binding precedent for other purposes. A PLR does not 
nake law - it interprets law. However, legal interpretations are significant, particularly when they are offered by the 
ubject matter experts that are employed by the agency charged with the responsibility for enforcing the provisions 
hat are the subject of the interpretations. Thus, experienced tax practitioners routinely read PLRs and factor them 
nto the development of the advice they provide to clients. 
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Q. 
4. 

Q. 

4. 

2. 
\. 

deferred taxes in 1985 and 1986 but, instead, proposed to wait until 1987, the year in 

which the NOL would be used, to create deferred taxes. The deferred taxes created in 

1987 would be at the tax rate in effect in that year (39.95%), not the tax rate in effect in 

1985 and 1986 (46%). The ruling held that this approach would be consistent with the 

normalization requirements. 

How close is the situation in the PLR to the Company’s situation? 

Save for the tax rate change, it is virtually identical. 

And is the Company’s treatment of its NOL carryforward the same as trine treatment 

approved by the IRS in that PLR? 

Precisely. Waiting to create deferred taxes until the year the NOL carryforward is used is 

the exact economic equivalent of creating the deferred tax credit in the earlier year, entirely 

offsetting it in that same year with a deferred tax asset and then removing the deferred tax 

asset in the year the NOL carryforward is used. 

What are the consequences of violating the depreciation normalization rules? 

As a condition for claiming accelerated tax depreciation, a utility must use a normalization 

method of accounting. Thus, the normalization rules are binary. A utility either does or 

does not use a normalization method. There is no partial compliance.’ If the utility does 

not use a normalization method of accounting, it simply cannot use accelerated methods of 

tax depreciation. Instead, it can use only its regulatory methods of depreciation for tax 

purposes. This applies to all of the assets the utility owns when the violative order i s  

issued and to all assets it acquires thereafter. The situation persists until an order is issued 

that cures the normalization defect. It is my belief that an order would be curative only if it 

However, because the penalties are intended to prevent certain undesirable ratemaking, they are imposed on a 
That is, for multi-jurisdictional utilities, the urisdiction-by-jurisdiction basis rather than on an entity basis. 

iormalization penalties impact only the assets subject to regulation by the regulators issuing the violative order. 
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Q. 
A. 

Q. 

4. 

VII. 

Q. 
4. 

recouped the revenue reduction attributable to the violation. Once cured, the utility could 

then claim accelerated depreciation again - but only prospectively. 

What would this mean economically? 

The penalty for violating the depreciation normalization rules is draconian. A violative 

utility would forgo all future interest-free, governmental loans. Moreover, its 

governmental loans outstanding as of the date of the violation would have to be paid back 

more rapidly than they would otherwise have been. While I have not attempted to quantify 

the impact a violation would have on TEP, for a utility with its substantial annual capital 

budget, over time, a violation could effectively forfeit large quantities of valuable cost-free 

financing. 

You have discussed the impact to the Company. How would ratepayers be impacted 

by a violation of the federal tax normalization rules? 

Ratepayers would be adversely impacted because the inability to claim accelerated tax 

depreciation would result in a significant reduction in the quantity of cost-free loans such 

depreciation produces. This would take the form of a dramatically reduced ADIT balance. 

Since the Company’s ADIT balance offsets the rate base upon which a return must be 

earned, the diminished ADIT balance will produce a higher rate base and, consequently, 

higher rates than had the normalization violation not occurred. 

THE COMPANY’S MTCC. 

What is the relevance to TEP of an MTCC? 

TEP incurred alternative minimum tax (“AMT”) in a number of years. AMT is an amount 

of tax imposed on a taxpayer over and above its “normal” income tax. The payment of 

AMT gave rise to an MTCC. MTCCs are credits that can be used to reduce a company’s 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

future tax liability. This system of tax effectively cuts back the cash benefit of certain tax 

deductions in the year that they are claimed but, through the MTCC feature, permits that 

benefit to be realized at a later point in time. As I will explain, the economics of the AMT 

regime are very similar to those of an NOL carryforward and, as a consequence, are 

properly treated in the same fashion. 

Generally, how does the AMT work? 

The AMT rules provide that each corporation adjust its regular taxable income for a 

number of "adjustments" and "preferences" to arrive at alternative minimum taxable 

income ("AMTII'). A "tentative" AMT ("TAMT") is computed by applying the 20% AMT 

tax rate to AMTI. To the extent that this TAMT exceeds the corporation's tax computed in 

the regular way, it pays the regular tax and an amount equal to the excess. This excess is 

the AMT. The amount of AMT paid in any year is generally creditable against a 

corporation's tax liability in future years, but only to the extent that its regular tax exceeds 

its TAMT in that subsequent year. This credit is the MTCC. 

What is the purpose that underlies the AMT? 

The AMT was Congress's response to its recognition back in 1986 that some of the largest 

and most profitable companies in the country paid little, if any, tax thanks to various 

incentives that were embedded in the tax code. Congress identified these incentives and 

constructed a system that allowed companies to benefit from them - but not unduly. 

Where, in any year, an "excessive" quantity of benefits were claimed, some portion of the 

benefits were "cut back" and deferred until a later year. 

What adjustments and preferences are most relevant to TEP? 

These are primarily accelerated depreciation and amortization. 
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Q. 
A. 

Q. 

A. 

Q. 
A. 

Q. 
4. 

Please provide a simple example of how the AMT operates. 

Assume X C o p ,  in its first year of operation, has $300 of pre-tax book income and $200 

of tax depreciation in excess of book depreciation. X Corp. reports regular taxable income 

of $100 ($300 of book income less $200 of accelerated tax depreciation) and (assuming a 

35% tax rate) incurs a regular tax liability of $35. 

How much cost-free capital does Corp X have available to it before consideration of 

the AMT? 

The $200 of accelerated depreciation reduces X Corp's tax liability by $70 (35% X $200). 

Thus, Corp X has $70 of cost-free capital available to it before considering any effects of 

the AMT. This amount would be reflected as an ADIT credit - available to reduce rate 

base. 

What about the effect of the AMT on Corp. X? 

Assume that the only AMT adjustment relates to accelerated depreciation and that the 

amount of the adjustment is $120. As described above, AMTI will be computed by adding 

to regular taxable income ($100) the amount of the adjustment ($120) to produce AMTI of 

$220. At the 20% AMT rate, Corp. X's TAMT will equal $44. Since that amount exceeds 

its $35 regular tax liability, Corp. X will pay both the $35 regular tax liability and $9 more 

in AMT - a total of $44. This $9 AMT would produce an MTCC which would then be 

available to offset taxes payable in the future. 

Will you characterize what happens in the example above? 

Due to the AMT, Corp. X did not realize the entire $70 benefit of its accelerated 

depreciation. The AMT caused a portion ($9) of the benefit to be deferred until such time 

as the MTCC is used. 
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Q. 
A. 

$ 0  

4. 

How does TEP reflect this benefit "cutback" on its balance sheet? 

TEP reflects the full, pre-AMT benefit of the accelerated depreciation ($70 in the above 

example) as a deferred tax credit (i.e., a governmental loan). It then reflects the $9 

"cutback" as a deferred tax debit (i.e., a future tax benefit). 

What is the amount of cost-free capital available to Corp. X in the example above? 

As a result of the AMT "cut back," Corp. X has only $61 of cost-free capital available to it. 

Reducing rate base by $70 patently overstates the amount of the governmental loan and 

misrepresents X Corp's tax status. Under the circumstances, the rate base offset should be 

$61 - no more and no less. This is precisely how TEP reflected its MTCC in this 

proceeding. Therefore, the Commission should approve the Company's reflection of 

MTCC as a deduction from deferred income tax and a decrease to the net ADIT balance. 

Does that conclude your testimony? 

Yes it does. 
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I. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

INTRODUCTION. 

Please state your name and business address. 

My name is Dallas J. Dukes and my business address is 88 East Broadway Blvd., Tucson, 

Arizona 8570 1. 

By whom are you employed and what are your duties and responsibilities? 

I am the Senior Director of Pricing and Economic Forecasting for Tucson Electric Power 

Company (“TEP” or the “Company”). I am responsible for monitoring and determining 

revenue requirements, customer pricing, rates structures and saleshevenue forecasting for 

all the regulated subsidiaries of UNS Energy Corporation (“UNS Energy”). 

Please describe your background and work experience. 

I hold a Bachelors of Science degree with a concentration in Accounting from Indiana 

University and a Master of Business Administration degree from Anderson University. I 

am also a Certified Public Accountant. I have over 20 years experience within the utility 

industry. Before assuming my current position, I was employed as the Director of 

Accounting for TEP. 

Prior to working for TEP, I was employed by Citizens Gas &, Coke Utility (“Citizens 

Gas”), for approximately five years. Citizens Gas serves approximately 265,000 

customers in the Indianapolis, Indiana area. The majority of my time at Citizens Gas was 

spent as the Controller. 

Before then, I was the Controller and Director of Regulatory Affairs for Fountaintown 

Natural Gas Company, and Southeastern Indiana Natural Gas Company. Prior to that, I 

was employed by the Indiana Office of Utility Consumer Counselor (“OUCC”) for 
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Q. 
A. 

Q. 
A. 

approximately seven years. The majority of my time at the OUCC was spent as a 

Principal Accountant. My primary duties at the OUCC were to perform professional 

investigative audits and to represent the public’s interest as an expert witness in 

proceedings before the Indiana Utility Regulatory Commission. 

What is the purpose of your testimony in this proceeding? 

My direct testimony supports TEP’s rate request in this proceeding. I am a sponsoring 

witness for many revenue requirement adjustments both for rate base and the income 

statement. In addition, I sponsor several schedules. 

Please summarize your testimony. 

I am supporting the Company’s request for a rate increase by sponsoring Schedule A-I, 

the “B” Schedules and the pro forma accounting adjustments on Schedule B listed below: 

Leasehold Improvements - UniSource Energy Headquarters; 

Asset Retirement Obligation; and 

Working Capital. 

Further, I am the sponsoring witness for the “C” Schedules and the following income 

statement pro forma accounting adjustments reflected on Schedule C: 

Implementation Cost Regulatory Asset Amortization; 

State Energy Program; 

e Green Watts; 

Renewable Energy Standard & Tariff and Demand-Side Management; 

Revenue from Sale of SO2 Allowances; 

Sales for Resale; 

2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q. 
A. 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Power Supply Management Agreements; 

Purchased Power and Fuel Adjustment Clause Adjustment; 

Sahuarita-Nogales Transmission Line Amortization; 

Rate Case Expense; 

Membership Dues; 

Non-Recurring Expenses; 

Bad Debt Expense; 

Asset Retirement Obligation Amortization; 

Building Expense Annualization; 

TEP Building Usage Allocation to Affiliates; 

Injuries and Damages Expense; and 

Lime Expense Normalization. 

Please describe the information contained in summary Schedule A-1. 

Schedule A-1 provides a summary of the increase in revenue requirement that TEP is 

seeking through a rate increase in this case. Lines 1 through 8 of Schedule A-1 present 

the data utilized in determining the Company’s revenue requirement. The data is 

presented pursuant to three valuation methodologies: (1) original cost; (2) reconstruction 

cost new less depreciation (“RCND”); and (3) fair value. Fair value is determined by 

adding together the original cost and RCND rate base amounts and dividing that total by 

two. This gives equal weight to both methods when determining the fair value amount. 

This method of determining the fair value rate base is consistent with prior Commission 

practice and is reasonable when compared with the fair market value of the Company’s 
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11. 

Q. 
A. 

assets as described in the direct testimony of Mr. John J. Reed from Concentric Energy 

Advisors 

The test year that the Company utilized for this rate case is the twelve months ending 

December 3 1, 201 1. As set forth in Schedule A- 1, the original cost rate base (“OCRB”) 

is $1.52 billion and the RCND rate base is $3.04 billion. Under standard Arizona 

Corporation Commission (“ACC” or “Commission”) practice, the fair value rate base 

(“FVRB”) is considered to be $2.28 billion. 

Schedule A-1 supports a finding that TEP presently has an operating income deficiency 

of $77.0 million and is requesting an increase in revenues of $127.8 million. This results 

in just under a 15.3% increase to the adjusted test-year retail revenues. However, the 

test-year adjusted revenues do not reflect the entirety of the most recent increase in the 

Purchased Power and Fuel Adjustment Clause (“PPFAC”) rate that went in to effect 

April 1, 2012. Considering that increase and then comparing the Company’s request with 

the rates currently being paid by customers, the average retail rate will increase by 

approximately 8.3%. Lines 11 through 18 of Schedule A-1 present how the revenue 

increase would be allocated among TEP’s customers by class. 

PRO FORMA ADJUSTMENTS. 

Please explain the consideration of pro forma adjustments in th rate case process. 

Public utility rates are based on the prudently-incurred costs of providing safe, reliable 

service. The revenue requirement underlying rates is developed on the basis of a test year 

that reflects a level of operating revenues and expenses and net plant investment that 

represents normal conditions that may be expected to exist during the time that resulting 
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rates may be in effect. This affords the utility a reasonable opportunity to achieve a fair 

rate of return, as authorized by the respective regulatory authority. 

Pro forma adjustments are made to recorded test-year amounts that do not reflect the 

levels of expenses required for the provision of service, or that do not represent the levels 

expected to occur during the period when the new rates will be in effect. These 

adjustments may be made in the form of eliminations, annualizations, or normalizations. 

Elimination adjustments are made to remove out-of-period or non-recurring transactions, 

or items that are not costs or revenues related to the provision of utility service. Thus, 

they are not eligible for reflection in revenue requirements. 

Annualization adjustments are made to reflect the full, 12-month revenue or expense 

level of certain components of operating income. Annualization adjustments are 

typically computed using end-of-test-year quantities, and the most current known and 

measurable prices and rates. Examples in this case include restating test-year operating 

revenues to reflect customer levels at the end of the test year, adjusting payroll expense to 

reflect current salary rates and changes in employee levels during the test-year, and 

adjusting recorded depreciation expense to reflect the full effect of plant additions and 

retirements during the test-year. 

Normalization adjustments reflect that the recorded test-year operating revenues and 

expenses may not represent a normal level for ratemaking purposes. Certain events may 

have affected recorded transactions in an atypical manner. Moreover, some transactions, 

while eligible for reflection in revenue requirements, are incurred at intervals that are less 

frequent than annually, provide benefits extending beyond a single year, or reoccur in 

significantly different amounts each year. As a result, the amounts recorded in the test 
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Q. 

A. 

Q. 

A. 

111. 

Q. 

A. 

year may not be viewed as “no~-~nal,’~ thus requiring a restatement for ratemaking 

purposes. Normalization adjustments are made in these instances when a test-year level 

of revenues or expenses does not represent what would be expected on an on-going basis. 

Examples in this case include the adjustment for bad debt expense and the overtime 

factor implicit in the payroll adjustment. 

Are the pro forma adjustments that you are sponsoring in your testimony prepared 

by you or  under your supervision? 

Yes, they were. 

Have the pro forma adjustments for which you are responsible in this rate filing 

been computed in accordance with sound ratemaking principles and all applicable 

rules and policies of the Commission? 

Yes. To the best of my knowledge, all of the adjustments that I am sponsoring have been 

so calculated. 

RATE BASE ADJUSTMENTS. 

A. Leasehold Improvements - UniSource Energy Headquarters. 

Please explain the Leasehold Improvements - UniSource Energy Headquarters 

adjustment. 

Prior to moving its headquarters to the new location in November 201 1, TEP was leasing 

office space in downtown Tucson. The leasehold improvements made to the former 

office space were being amortized over the life of the corresponding property lease.. 

Because the lease extended beyond the end of the test year, a balance of unamortized 

leasehold improvements remained. The adjustment is being made to remove the 
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Q. 
A. 

Q. 
4. 

Q. 
4. 

unamortized end-of-test year balance since they are no longer used or useful. 

B. Asset Retirement Obligation. 

Please explain the Asset Retirement Obligation (“ARO”) Adjustment. 

The adjustment is necessary to remove the balances of ARO assets reported in Plant in 

Service. ARO assets exist only for those assets where there is a legal obligation to 

physically remove the assets at the end of their usefd lives. In this rate case, the 

expected costs to remove the assets from Plant in Service in rate base are implicit in the 

Negative Net Salvage component of the new depreciation rates proposed by Dr. Ronald 

E. White, and used in the preparation of the depreciation annualization adjustment 

sponsored by Ms. Karen G. Kissinger. 

C. Working; Capital. 

What is working capital? 

Working capital is generally viewed as investor funding of day-to-day operating costs, in 

excess of the balance of net utility plant reflected in rate base that is required for the 

provision of utility service. 

What are the items of working capital for which the Company requests a return? 

The components of working capital that the Company is requesting be included in rate 

base are: 

(i) Fuel Inventory; 

(ii) Materials and Supplies; 

(iii) Prepayments; and 

(iv) Cash Working Capital. 
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Q. 
A. 

Q. 
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As more fully explained later in my testimony, the amounts requested for rate base 

inclusion for fuel inventory, materials and supplies, and prepayments are based on test- 

year recorded balances, adjusted to reflect normal levels. The cash working capital 

component was determined by the use of a lead-lag study. 

Please explain the Working Capital adjustment. 

The Working Capital adjustment was computed in two parts. As indicated on page 2 of 

Schedule B-5, the first piece adjusts the recorded end-of-test-year balances for Fuel 

Inventory to reflect the targeted inventory days level as recommend by Staff in the prior 

rate case. Materials and Supplies, and Prepayments are adjusted to reflect the 13-month 

average balance, in recognition of the variability in the monthly balances of the accounts. 

These treatments are consistent with the treatment of such accounts in prior rate cases. 

The second part of the Working Capital adjustment is the reflection in rate base of a 

measure of Cash Working Capital, developed through the preparation of a comprehensive 

lead-lag study. 

What is Cash Working Capital? 

The receipt of customer revenues for the provision of service, and the disbursement of 

cash for the payment of the various costs of providing service, rarely occur 

simultaneously. This is the fundamental consideration underlying the concept of Cash 

Working Capital. Cash Working Capital is generally viewed as the component of 

working capital that represents the amount of invested cash required to pay day-to-day 

operating expenses incurred in rendering service to customers. It may either increase or 

decrease rate base. If the computation of Cash Working Capital produces a positive 

result, then it indicates that there is an additional investment for which a return is 

warranted. Thus, that amount is added to rate base. If the computation produces a 

negative result, then it implies non-investor funding of Cash Working Capital, requiring a 
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Q. 
A. 

rate base deduction. In developing this adjustment, a comprehensive lead-lag study was 

prepared. 

What is a lead-lag study? 

A lead-lag study is a detailed analysis of the dynamic movement of funds throughout the 

organization, between the receivable and payable balance sheet accounts and related 

revenues and expenses that are reflected in the operating income component of revenue 

requirements. The method is generally viewed as the most accurate measure of Cash 

Working Capital. The Commission has stated a clear preference for the use of lead-lag 

studies in support of requested cash working capital amounts reflected in rate base. 

The focal point of all lead-lag studies is the “point of service”. This is the instant in time 

at which customers receive service and, coincident therewith, the utility incurs the cost of 

providing that service. A lead-lag study measures the average length of time between the 

provision of service and the ultimate receipt of payment from the customer (“revenue 

lag”). The result is compared with the average length of time between the point at which 

the utility incurs a cost of providing that service and the date upon which it makes the 

related cash disbursement (“payment lead” if payment precedes the cost benefit, or 

“payment lag” if the payment occurs after the cost benefit). Cash Working Capital 

reflects the effect on costs of service of the difference between the revenue lag and 

payment leads or lags. 

As may be seen on page 3 of Schedule B-5, a lead-lag study computes the Cash Working 

Capital associated with each component of cost of service. The revenue lag is constant 

for all cost categories. The various major expenses are analyzed separately for purposes 

of developing a specific payment lead or lag. Once the applicable expense lead or lag is 

known, it is compared with the revenue lag to determine the net lead or lag for that study 
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Q. 
A. 

category. After dividing the net lead or lag by 365 days to arrive at an annual percentage 

factor, the result is multiplied by the corresponding adjusted test-year expense amount to 

quantify the Cash Working Capital requirement associated with that cost of service item. 

Consistent with past Commission policy, the effect of non-cash expenses such as 

depreciation and deferred income taxes are reflected in the study at a zero requirement. 

How was the average revenue lag computed? 

The revenue lag is comprised of three distinct parts: the service lag, the billing lag, and 

the customer payment lag. 

The service lag is measured from the midpoint of the period of service to the end of the 

period, the date upon which meters are read. A key underlying assumption is that service 

is taken uniformly throughout the period. With each customer being billed under 12 

monthly billing cycles during the year, the average service lag is computed as 15.21 days 

[365 days / (12 X 2)]. 

The billing lag is typically measured from the meter read date to the date customer bills 

are prepared and balances entered into accounts receivable. The billing lag was 

computed based on actual meter read dates and bill mailing schedules used by TEP 

during the test-year. 

The customer payment lag is measured from the point at which the customer bill enters 

accounts receivable to the date that either a payment is received or the account is written 

off as uncollectible. The lag was determined by computing the average accounts 

receivable turnover for the 12 months during the test-year. The accounts receivable 

turnover factor is calculated by the average daily balance of accounts receivable over the 

average daily revenues billed 
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Q. 
A. 

Q. 
A. 

IV. 

Q. 
A. 

Q* 
A. 

How were the payment leads and lags computed? 

The payment leads and lags were developed based on analyses of actual payment history, 

contractual and statutory payment dates, and samples of expenditures. 

What was the overall result of the lead-lag study? 

The study showed that there was negative Cash Working Capital and a corresponding 

decrease was made as a pro forma adjustment to rate base. 

OPERATING INCOME ADJUSTMENTS. 

A. Implementation Cost Regulatory Asset (“ICRA”) Amortization. 

Please explain the ICRA Amortization adjustment. 

In the last rate case the Commission approved the recovery of certain costs the Company 

had incurred in preparation for the transition to retail competition. The amortization of 

such costs continued through the test-year in this case. Because the deferred balance will 

be fully amortized prior to the expected effective date of new service rates resulting from 

this proceeding, we have removed this amortization expense from test-year results 

B. State Energy Program. 

Please explain the State Energy Program Adjustment. 

The adjustment is to remove the revenue and expenses associated with an Arizona State 

Energy Program grant. These funds and the associated expenses are not reflective of 

continued activity and/or cost to serve and therefore are being removed from test-year 

expense. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

C. Renewable Energy Standard & Tariff (“REST”) and Demand-Side 

Management (“DSM”). 

Please explain the REST and DSM Adjustment. 

This adjustment excludes from test-year revenue and expense activity directly related to 

the REST and DSM adjustor programs. These programs have funding mechanisms 

separate from revenue requirements, and should thus be excluded from test-year revenue 

and expenses. 

D. GreenWatts. 

Please explain the Greenwatts Adjustment. 

As discussed in TEP witness Craig A. Jones’ testimony, the Company is recommending 

the discontinuance of the GreenWatts program and therefore all test-year activity is being 

removed. 

E. Revenues from the Sale of SO2 Allowances. 

Please explain the Revenues on Sale of SO2 Allowances Adjustment. 

The Company is allowed to retain 50% of the revenues from the sale of SO2 allowances. 

The balance is credited to the PPFAC for the benefit of retail customers. The adjustment 

is necessary to remove the 50% being retained by the Company from test-year results. 

F. Sales for Resale. 

Please explain the Sales for Resale Adjustment. 

The adjustment is necessary to remove non-ACC-jurisdictional long-term wholesale 
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Q. 
A. 

0. 

4. 

energy sales revenue and expense. 

amounts are fully credited to retail customers through the PPFAC. 

Along with short-term wholesale sales, as such 

G. Power Supplv Management Agreements. 

Please explain the Power Supply Management Agreement Adjustment. 

The Company provides coordination of wholesale energy supplies, energy scheduling 

and management of ancillary services for non-retail load within the TEP control service 

area. The adjustment is necessary to remove the revenues associated with these 

agreements, as well as the proportional cost associated with providing these services. By 

providing these services, TEP is reducing the cost of power supply management to its 

retail customers. 

H. PPFAC Adiustment. 

Please explain the PPFAC Adjustment? 

The PPFAC adjustment is necessary to insure that the fuel, purchased power and 

purchased transmission costs that are eligible to be recovered through the PPFAC process 

(“PPFAC-eligible costs”) are equivalent to the revenues reflected in TEP’s filing - and 

thus have no incremental effect on adjusted operating income in this case. 

The adjustment is also resetting the pro forma PPFAC eligible costs at the rate currently 

being paid by retail customers, less the true-up. Presently, retail customers are paying an 

average base cost of power rate of $0.028896, a PPFAC forward component of 

$0.002615 and a true-up component of $0.005081, for a total average retail PPFAC 

eligible cost rate of $0.036592. If the true-up portion is excluded, then the average rate 

would be $0.03 15 1 1. This rate was applied to customer-annualized and weather- 
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Q. 
A. 

Q. 
A .  

Q. 

4. 

normalized sales to come up with the amount of PPFAC-eligible costs and revenue to be 

included within TEP’s filing. This represents TEP’s best present estimate of the average 

per-kWh cost of PPFAC-eligible costs to be charged to customers when the rates 

established in this proceeding go into effect. 

I. Sahuarita-Nopales Transmission Line Amortization. 

Please explain the Sahuarita-Nogales Transmission Line Amortization Adjustment. 

An expense adjustment is necessary to reflect the recovery of those costs not invested in 

tangible assets, land or land rights. The Company is requesting recovery of those 

remaining costs over a three-year amortization period. This period represents TEP’s best 

estimate of the expected time during which the new service rates to be established in this 

case will be in effect. Mr. Michael J. DeConcini explains the reason for the investment in 

and the necessity for recovery of the Sahuarita-Nogales Transmission Line as a 

regulatory asset in his direct testimony. 

J. Rate Case Expense. 

Please explain the Rate Case Expense adjustment. 

TEP is estimating that it will incur $1.4 million of incremental outside services rate case 

expense in this proceeding. TEP is requesting over a period of three years, recovery of 

the excess of these costs over test-year recorded rate case amortization expense. 

Can this cost estimate be revised and updated prior to the Commission’s final 

decision in this case. 

Yes. A majority, if not all, of these costs will be known and measureable prior to the 

closure of the docket in this case and can be revised prior to the final decision being 
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rendered. 

K. Membership Dues. 

Please explain the Membership Dues Expense adjustment. 

This adjustment removes the portion of membership dues paid to Edison Electric Institute 

for legislative advocacy, and other dues paid to organizations that have been voluntarily 

excluded from pro forma operating expenses for purposes of this rate case. 

L. Non-Recurring Expenses. 

Please explain the Non-Recurring Expenses-Adjustment. 

There were several one-time expense items incurred and recorded during the test year. 

This adjustment provides for their removal. 

M. Bad Debt Expense. 

Please explain the Bad Debt Expense Adjustment. 

Bad Debt Expense is adjusted to a level reflective of final, pro forma weather- 

normalized, customer-annualized test-year operating revenues, and the average 

percentage of bad debt expense experienced during the past three years. This 

methodology is consistent with past Commission decisions. 

N. Asset Retirement Obligation Expense. 

Please explain the Asset Retirement Obligation Expense Adjustment. 

Censistent with the remwa! ~f ARO assets from rate base, as previously described, this 
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Q. 
A. 

Q. 
A. 

adjustment removes from test-year operating expense the corresponding ARO depreciation 

and accretion expense. Estimated asset removal costs are now included as Negative Net 

Salvage in the new depreciation rates proposed by Dr. White and used in the depreciation 

annualization adjustment sponsored by Ms. Kissinger. 

0. Building Expense Annualization. 

Please explain the Building Expense Annualization adjustment. 

The adjustment is necessary to annualize the incremental costs of operating and 

maintaining the new TEP headquarters building relative to similar test-year costs incurred 

with the building formerly leased in downtown Tucson. 

P. TEP Building Usage Allocation to Affiliates. 

Please explain the TEP Building Usage Allocation to Affiliates Adjustment. 

TEP allocates building expense, based on the level of services provided by Company 

personnel to affiliates, in accordance with the methodology for allocating building 

expense to affiliates. This is consistent with the methodology adopted in prior rate cases 

that allocated building expense to affiliates. 

In connection therewith, this adjustment recasts recorded and allocated test-year amounts 

to reflect the following known and measurable changes occurring at TEP: 

0 TEP moved to its new Headquarters at 88 East Broadway Boulevard in downtown 

Tucson; 

TEP no longer leases office space at 1 South Church Avenue in downtown 

Tucson; and 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

e Due to the move and employee relocations, TEP no longer needs to lease the 

portable modular units at the Sundt power plant. 

How was the TEP Building allocation adjusted in the test-year operating expenses? 

The pro forma for the TEP building allocation was computed as the annual average hours 

TEP spent serving affiliates for the period from 2009 to 201 1 multiplied by the new 

building rate. The new building rate reflects, the effects of the foregoing known and 

measurable events occurring prior to April 30, 2012 as described in the preceding 

question and answer. 

Q. Injuries and Damazes Expense. 

Please explain the Injuries and Damages Expense Adjustment. 

The Injuries and Damages Expense adjustment normalizes the test-year expense to reflect 

the average annual expense for the period from 2009 to 201 1. 

R. Lime Expense. 

Please explain the Lime Expense Adjustment. 

The Lime Expense adjustment revises test-year lime expense associated with 

Springerville 1-Jnit 2 reflecting knmm and measureable rail and commodity cost 

increases. 
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V. 

Q. 
A. 

Q. 
4. 

Q. 
A. 

SUMMARY OF SPONSORED SCHEDULES. 

A. Schedule A-1. 

Please explain the Schedules A-1 of the Company’s filing. 

Schedule A-1 provides a summary of the increase in revenue requ-:ement that TEP is 

seeking through a rate increase in this case. 

B. Schedules B-1 through B-5. 

Please explain the “B” Schedules of the Company’s filing. 

These Schedules comprised of Schedule Nos. B-1 through B-5, presents the development 

of the rate base component of revenue requirements submitted for Commission 

consideration in this rate case filing. Some of the data in Section B, and in Schedules and 

exhibits referenced in my testimony, are taken from TEP’ s audited financial statements 

for the year ended December 31, 2011, as presented in UniSource Energy’ and TEP’s 

Combined Form 1 OK for the year ended December 3 1. 

Please describe Schedule B-1. 

Schedule B-1 summarizes the elements of TEP’s rate base on both a net recorded original 

cost and RCND basis at December 3 1,201 I ,  along with the pro forma adjustments to rate 

base. This OCRB is comprised of net utility plant, certain regulatory assets, and working 

capital, with deductions from rate base for Accumulated Deferred Income Taxes 

(“ADIT”), customer advances for construction and customer deposits recorded at the cost 

the Company incurred to acquire such assets and liabilities. The RCND study was 

‘ UniSource Energy Corporation was UNS Energy Corporation’s prior name before it changed on May 4,2012. 
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Q. 
A. 

Q. 
A. 

performed in order to restate the various elements of rate base to a current, reconstructed 

cost new depreciated basis as reported on Schedule B-1 . 

Please explain briefly the basis for the determination of the RCND rate base. 

Plant in service and customer advances for construction reported at reconstructed cost 

new (“RCN”) are summarized from the results of a detailed plant cost trending study, 

The accumulated depreciation and ADIT reported on a RCN basis have been computed 

by multiplying the corresponding original cost balances by a ratio, the numerator of 

which is gross RCN of depreciable plant, and the denominator of which is gross original 

cost of depreciable plant. All other rate base elements are reflected at original cost. 

Please describe the plant cost trending study. 

The trending study was prepared to establish a measure of the cost to reconstruct utility 

plant in service at current 201 1 cost levels. The December 3 1, 20 1 1 recorded balance in 

each plant account was analyzed by vintage component and adjusted to current cost 

levels by applying trending factors to each vintage total. For example, the RCN value for 

1984 vintage assets in Account 362, Distribution Plant - Station Equipment was 

computed as follows: 

Original Cost of 1984 vintage assets in Acct. 362 X 201 1 Cost Index for Acct 362 

1984 Cost Index for Acct. 362 

For most accounts, the Handy-Whitman Index of Public Utility Construction Costs for 

the Plateau Region has been employed. For plant accounts 303, 391, 393, 394, and 398, 

the “Marshall Valuation Service Cost Index” was used. For plant accounts 392, 395, 396, 

and 397, the Bureau of Labor Statistics producer price index was used. Where the 

Handy-Whitman Index was used for the trend factors, they are based on the index 
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Q. 
A. 

Q* 
A. 

numbers released by Handy-Whitman for July 1, 201 1. More current data has not yet 

been released. 

What is the Handy-Whitman Index? 

It is an index of public utility construction costs that has been published continuously 

since 1924 by Whitman, Requardt and Associates of Baltimore, Maryland. The Handy- 

Whitman Index is a well-recognized, widely used and generally accepted method for 

measuring differences in property values for insurance and other purpose, including the 

valuation of public utility property for rate case purposes. It has been used by UNS 

Energy’s utilities and other companies in proceedings before the Commission for many 

years. 

The Handy-Whitman Index is comprised of index numbers for various accounts 

prescribed by the FERC Uniform System of Accounts and for six geographical divisions 

of the country, including the Plateau Division, in which Arizona and New Mexico are 

located. These index numbers result from a comparison of the current prices of materials, 

labor, and equipment to prices in a base year. Index numbers are determined for each 

year as of January 1 and July 1 with publication occurring approximately five months 

thereafter. 

The index numbers are used to determine cost trend factors, which are then applied to 

known original costs of like plant and property to determine the fluctuation in cost 

between the date of original installation and the date of valuation. 

What is the Marshall Index? 

The Marshall Index, prepared by the firm of Marshall & Swift, is an index of 

construction cost trend valuations. It was used in development of costs reported in the 
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Q. 
A. 

Q. 

4. 

Q* 
4. 

Q. 
A. 

RCND Study for those plant accounts not reported by Handy-Whitman. The Bureau of 

Labor Statistics producer price index was then used when neither the Handy-Whitman 

nor the Marshall indices were available. 

What is shown on Schedules B-2 and B-3? 

Schedule B-2 shows the pro forma adjustments to the original cost rate base. The 

information presented includes the actual per-books balances at the end of the test year, 

pro forma adjustments, and the adjusted balances. Schedule B-3 provides the same detail 

by functional account classifications as shown in Schedule B-2, except that it is shown on 

an RCND basis. 

Please identify the pro forma adjustments on Schedules B-2 and B-3 that you are 

sponsoring in this rate case filing. 

I am sponsoring the pro forma rate base adjustments identified in the index to my 

testimony. Each adjustment was identified and the related computational methodology 

has been explained in detail above. 

Please explain Schedule B-4. 

This schedule shows the balances of gross RCN and related accumulated depreciation by 

plant account at the end of the test year. It includes the applicable depreciation reserve 

ratio, based on original cost, for the depreciable plant balances. 

Please explain Schedule B-5. 

This schedule summarizes the various elements of working capital that the Company is 

requesting for inclusion in rate base in this rate case. 
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Q. 

A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Why are the original costs and RCND costs of working capital the same in Schedule 

B-5? 

They are the same because the original costs are at current prices or have been adjusted to 

current prices, meaning they have not been significantly affected by inflationary factors. 

C. Schedules C-1 through C-3. 

Please describe Section C. 

Section C, comprised of Schedules C-1 through C-3, presents the development of the net 

operating income component of revenue requirements submitted for Commission 

consideration in this rate case filing. I sponsor Schedules C-1 and C-2. 

What is the purpose of Schedule C-3? 

Schedule C-3 contains the development of the Gross Revenue Conversion Factor. That 

factor is used to convert the computed test-year return deficiency to an equivalent annual 

revenue increase amount. It effectively recognizes that there will be additional bad debt 

expense and income taxes associated with any adjustment to annual revenue levels. 

Does this conclude your direct testimony? 

Yes, it does. 
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[. 

Q. 
4. 

Q. 
4. 

Q. 
A. 

Q. 

A. 

INTRODUCTION. 

Please state your name and business address. 

My name is Lindy Sheehey. My business address is 3950 East Irvington Road, Tucson, 

Arizona. 

By whom are you employed and what are your duties and responsibilities? 

I am employed by UNS Energy Corporation (“UNS Energy”) and Tucson Electric Power 

Company (“TEP” or the “Company”) as the Director of Customer Service. UNS Energy 

was known as UniSource Energy Corporation before a name change that took effect on 

May 4, 2012. In my position I have management responsibility for the Call Center, 

Credit & Collections, Billing, Dispatch and Special Plans. 

Please describe your background and work experience. 

I have been employed by TEP since 1979, serving in various management capacities 

since 1989. I have held a variety of positions in the Company before I became Director 

of Customer Service, including Supervisor of Office Support. I have also been a Land 

Management Right-of-way Agent I, I1 and Senior Right-of-way Agent. I earned Senior 

Right of Way certification through the International Right of Way Association Education 

Program (a seven-year certificated training program). I have been responsible for 

Customer Service since 1999. 

Have you ever testified before the Arizona Corporation Commission 

(“Commission”)? 

No. 
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2. 

4. 

[I. 

Q. 

A. 

What is the purpose of your testimony? 

First, I provide an overview of the Company’s improvements to customer service since 

the last rate case. I then provide background for the Company’s proposed changes to its 

Rules and Regulations (“Rules”) as well as to describe the proposed changes.’ Finally, I 

address TEP’s proposal to modify its refund policy in order to reduce administrative 

costs. 

The proposed changes will allow TEP to continue to provide superior customer service 

and will result in better customer satisfaction. Enhancing our customer service will also 

result in less Company and Commission time, resources, and money devoted to resolving 

customer inquiries. 

CUSTOMER SERVICE IMPROVEMENTS. 

Ms. Sheehey, what improvements have been made to customer service since the last 

rate case? 

By the end of 2009, the Company completed its Call Center technology upgrade which 

included the installation of “Virtualhold”, which allows customers to avoid waiting on 

the telephone to speak to a representative. 

Additionally, we increased the number of Customer Service Representatives fi-om 60 to 

approximately 75; consolidated the billing systems for TEP, UNS Gas, Inc. (“UNS Gas”) 

and UNS Electric, Inc. (“UNS Electric”), upgraded internet services to allow for more 

online options for customers, eliminated a third-party after hour’s answering service; and 

established internal after-hour’s outage and emergency staff. 

’ TEP is not proposing any modifications to its Direct Access Rules. 
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111. 

Q. 
A. 

As a result of these improvements, the number of Commission customer complaints over 

the last five years has decreased by over 55 percent from 290 in 2006 to 130 in 201 1. 

This is something the Company has made a priority and we are very proud of the results. 

Moreover, with the changes to the Rules proposed below, we hope to continue the trend 

of better serving our customers while also reducing or minimizing customer complaints. 

PROPOSED MODIFICATIONS OF RULES AND REGULATIONS. 

Please provide some background regarding its proposed modifications. 

TEP considers customer service to be one of the most important aspects of its business. 

As Director of Customer Service, I am in a position of having day-to-day interaction with 

our customers. When customers need to initiate, change, or discontinue service, or they 

need other assistance, it is my department that works with our customers. As noted 

above, we strive to work through issues with our customers in order to reduce the lodging 

of an informal or formal complaint at the Commission. Unfortunately, in some instances, 

we are unable to resolve the issues which may then give rise to a complaint filed with the 

Commission. In those few cases, I work directly with the Company’s legal and 

regulatory personnel who interact with the Commission’s Consumer Services Section on 

such matters. I believe this experience makes me especially qualified to describe the 

Rules and to explain the rationale for the Company’s proposed changes in this case. 

In many instances, a customer complaint could have been resolved or avoided if the 

Company’s existing Rules provided clearer direction as to various rights, responsibilities, 

and obligations of both the Company and the customer with respect to the particular 

circumstances. TEP’s ability to address these issues is limited because meaninghl 

changes to our Rules and tariffs can only be approved by the Commission in a general 

rate case. Since 1996, TEP has only had two general rate proceedings affording the 
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opportunity to make substantive changes to its tariffs and Rules. Thus, as energy policy 

and the needs of our customers have changed, our Rules and tariffs have not necessarily 

kept up with all the aspects of that changing landscape and that has lead to some 

ambiguity. 

Through our experiences over the years and our customer complaints where we have 

worked with Commission Staff, we have been able to identify sections of the Rules that 

needed augmentation or clarification to avoid having those same complaints arise in the 

future. In most circumstances, Commission Staff asks TEP to demonstrate that its 

position on a particular matter is supported by the Rules. To the extent various Rules 

may no longer provide sufficient clarity or specificity, it is difficult for the Company and 

Commission Staff to resolve the issues which may result in an informal complaint 

becoming a formal complaint. 

Therefore, TEP is proposing sensible modifications to its Rules to better align them with 

our customers’ needs and ultimately serve the customer better. By using what we have 

learned, our proposed modifications to the Rules will provide our customers with better 

information so that they may choose the appropriate tariff. It should also result in a 

reduction in TEP’s and the Commission’s Staffs time dealing with these issues as fewer 

customer complaints should be lodged with the Commission. However, if a complaint is 

filed with the Commission, the proposed modifications to the Rules will better enable the 

matter to be resolved at the informal complaint stage. Therefore, many of the changes to 

the Rules that the Company is proposing are designed to take advantage of what we have 

learned from our interaction with our customers regarding their issues. 
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P. 
4. 

Q .  
A. 

Q. 
A. 

Why is TEP proposing changes to its Rules? 

TEP is proposing several changes to its Rules to better serve our customers through 

clarification of existing provisions and to add new provisions. TEP believes these changes 

will better define the Company’s obligations to the customer, as well as clarify the 

customers’ rights and responsibilities. A small number of changes are proposed to align 

verbiage with current technologies. Additionally, verbiage clarification will make the 

Rules easier to read and understand, as well as eliminate confusion. Thus, many of the 

changes and edits made to the language in the Rules are stylistic changes and are not 

substantive. The clean version of the Rules is attached as Exhibit LLS-1. The redlined 

changes to the Rules are attached as Exhibit LLS-2. 

What overall changes to the Company’s Rules are being proposed in this rate case? 

The revisions to the Rules are designed to clarify existing provisions, add new provisions, 

and reorganize the Rules in order to better align them with Commission-approved rules of 

other utilities in the state such as UNS Electric and Arizona Public Service Company 

(“APS”). Through these revisions, we have improved the formatting of the Rules for ease 

of use. Also, all of the charges previously contained in the Rules are now set forth in the 

“TEP Statement of Charges” Tariff. This will allow customers, TEP employees, and the 

Commission to more easily access TEP’s charges without having to search through all of 

the Rules. 

Will you be describing all of the proposed Rule changes redlined in Exhibit LLS-2? 

No. We consider many of the changes to be non-substantive and are “clean-up” in nature. 

Therefore, I will limit my testimony to include only those changes we consider to be more 

substantive. 
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Q. 
A. 

Q. 
A. 

Please describe the changes to Section 2, entitied “Definitions.” 

The primary substantive changes include: i) a definition for ‘contiguous site’ which 

eliminates customer conhsion and clarifies that while the Company does offer 

summarized billing, it does not offer consolidated billing or combining service points 

unless the property is a contiguous site; ii) a definition for ‘Electronic Billing’ which 

makes clear the option for billing that is fully explained in Subsection 11 .K; iii) the 

definition for ‘Trip Charge’ was added because of changes to the TEP Statement of 

Charges and the need to explain those charges; iv) clarifying language was also added to 

the following definitions: Customer; Pad Mounted Elbow; Point of Delivery; and Tariffs.; 

and v) removal of any reference to “Pricing Plans” throughout the Rules and replaced it 

with “Rates”. 

Please describe the changes to Section 3, entitled “Establishment of Service” 

In Subsection 3.A.7, we clarified that when a person has benefitted from the energy 

supplied to the premises, but is not the Applicant or the “customer” of record, they shall 

also be jointly and severally liable for the bills rendered to the premises. This addition will 

help reduce the instances of fraud and allow the Company to hold the end user of the 

electricity responsible for the energy used. 

In Subsection 3.B.4, we have made a modification allowing the Company to assess 

deposits if the Company reasonably believes that a customer is not creditworthy. This 

language allows the Company to mitigate potential losses should a customer’s credit 

worthiness decline (i. e., potential bankruptcy, change of ownership, modification of 

partnerships, etc.). The intent of this language is simply to allow the Company to mitigate 

potential losses which increases bad debt expense, which is ultimately passed through to 

TEP’s customers. 
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Subsection 3.C.2 has been added to allow the Company, at its discretion, to use metering 

facilities with remote connect/disconnect capabilities or other devices if the Company 

determines there is a potential safety risk to its facilities or employees. This language was 

added to protect TEP employees from safety risks such as hostile customers, dogs at the 

premises, or other unsafe conditions. 

In Subsection 3 .D. 1 ~ under ‘Grounds for Refusal of Service’, we added language clarifying 

that when a customer leaves a previous bad debt, that debt may be transferred to a current 

service location, if it’s the same class of service. The current service location can be 

terminated for non-payment, as allowed under Subsection 12.B. 1 .a, if either the previous 

bad debt or the current billed amount is delinquent. The intent is to allow the Company to 

recover unpaid debts before rendering service. If the service is already established and a 

previous unpaid debt is located, the customer must make satisfactory payment 

arrangements or service can be disconnected. This language is modeled after APS’s 

Commission-approved Schedules. 

Subsections 3.D.8, 3.D.9 and 3.D.10 have been added to reduce fraudulent establishment 

of service. A customer who continues to reside at the premises will not be able to 

circumvent the Rule under Subsection 3.D.1 by having another person residing on the 

premises, or acting as the customer’s agent, request the establishment of service. The 

customer will also not be relieved of his or her obligation to pay his or her delinquent bill. 

This language was modeled after Schedules approved by the Commission for APS and its 

purpose is to eliminate fraud by a customer who is avoiding paying his or her debt. 

Language was added in under Subsection 3.5 ‘Access’, to clarify that the customer is 

responsible for providing safe access to Company facilities and should the Company 

require additional resources to gain safe access, all expenses incurred are billable to the 
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Q. 

A. 

Q. 
A. 

customer. This clarification reduces fraud and allows the Company to hold the end user of 

the electricity responsible for the energy usage and was modeled after Schedules approved 

by the Commission for APS. 

Please describe the changes to Section 4, entitled ‘Minimum Customer Information 

Requirements’. 

Additional language was added to Subseetion 4.A.2 to avoid customer confusion. This 

additional language makes it clear that the Company will use its best efforts to assist 

customers in choosing the appropriate rate. However, because there are varying conditions 

including usage patterns, projected load, behavior or other usage changes beyond the 

Company’s reasonable knowledge, it is impossible for the Company to project or suggest 

the optimal rate for each customer. Given that there are factors beyond the Company’s 

knowledge that may affect a customer’s choice of rate, the Company should not have the 

responsibility to inform a customer should the optimal rate for the customer change. 

Further, the Company should not be required to refund differences in rates or be liable for 

the selection of the customer’s rate. This language is consistent with Commission- 

approved schedules for APS. 

Please describe the changes to Section 7, entitled ‘Line Extensions’. 

Throughout Subsection 7.C we added “voltages up to 14kV” and “14kV” where necessary 

to make it clear that all of the existing pricing set forth in the Rules are only for 14kV and 

below. 

In Subsection 7.C.1 .a, under ‘Line Extension Requirements’, we have added language to 

clarify that the free 500 feet is for initial site improvements only and cannot be used more 

than once on a single property. 
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Q. 
A. 

In Subsection 7.C.2.b.i and ii, we deleted “provided that the earned refund due represents a 

minimum of 20% of the total amount of the advance” since TEP’s current business 

practice is to review all agreements every six months and refund any monies due whether 

or not they have reached the 20% threshold. This revision allows the language of the 

Rules to match the business practices of TEP and requires less administration on the 

Company’s part and is more beneficial to the Customer. 

Additional language was added to Subsection 7.C.7.d to clarify the charges for temporary 

service. The applicable line extension charges for temporary services have always been 

the cost to install and remove the facilities since they are only for a limited time period. 

This new language simply defines the Company’s practice. We added the language that 

they will remain in service for a maximum of two years since this is consistent with the 

language in Section I5.A. 

In Subsection 7.D.l.b and 7.D.3.a, the previous language for the Tax Gross-Up (“TGU”) 

was revised. For customers, the revised language provides a TGU option that has a lower 

up-front cost than the existing TGU requirement. This allows it to be an excellent option 

for customers who are concerned about project budgets. For the Company this change also 

reduces the administrative costs of tracking and refunding the TGU which, in turn, is a cost 

savings process that contributes to the future reduction of rates. Both the existing TGU 

and proposed TGU options are financial equivalents. 

Please describe the changes to Section 8, entitled ‘Provision of Service’. 

We inserted Subsection 8.A.4 and added language to Subsection 8.B.6. These changes are 

necessary in order to provide clarity with respect to both Company and customer 

responsibilities regarding requirements for the provision of service. Further, these 

clarifications ensure that all of our customers are not subsidizing the cost of individual 
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Q. 

4. 

Q. 
A. 

customers requesting service. For example, the proposed language to the Rules will 

insulate all customers from paying for the transformers of Net-Metering customers who 

want the Company to provide them with essentially free transformers that will not be fully 

utilized and would ultimately be paid for by other customers. We also made it clear that it 

is the customer’s responsibility to comply with the Company’s most current 

interconnection requirements when the customer seeks to connect a distributed generation 

facility to the Company’s system. This is in addition to complying with Commission rules 

and orders governing interconnection and abiding by the terms and conditions in any 

agreement between the customer and the Company for interconnection. 

Please describe the changes to Section 9, entitled ‘Character of Service - Voltage, 

Frequency and Phase’. 

We added language to Subsection 9.A.2.b.l and 9.C that makes these subsections 

consistent with our service requirements. Since our service requirements go into more 

detail about the specifics of the voltage and load requirements, the added language 

provides custom-ers Illore infamation regarding 0l.X reqliirem-ents. 

Please describe the changes to Section 10, entitled ‘Meter Reading’. 

The Company proposes language to further define options for customer self-reading of 

meters. If the Company elects to allow a customer to self-read, the reads need to be 

furnished to the Company within the 10 day meter reading window. In addition, the 

customer bears responsibility to provide timely, accurate reads. In cases where the 

customer has chosen to read hidher own meter, the Company will physically read the 

meter every 6 months to ensure proper billing and to adjust any billing discrepancies. 

However, should there be any under reading or over reading resulting in under billing or 

over billing, the Company has the right to correct the bill (either back bill or refund) to the 

point the meter reading error occurred. 

10 
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Q. 
A. 

The Company and customer also will mutually agree on a preferred method to report said 

reads including physical reports submitted through U.S. Postal Service or any technologies 

available now or in the future. 

Please describe the changes to Section 11, entitled ‘Billing and Collection’. 

In Subsection ll.A.2, we have removed the reference to a customer’s usage during the 

same month of the previous year and preceding month because this information is provided 

in the Bill Estimation Methodologies Tariff. In Subsection 1 1 .AS, the current language is 

very specific with respect to three reasons the Company may estimate a bill. In fact, there 

are other reasons the Company may need to estimate a bill and the Rules need to provide 

flexibility for situations such as billing system failures, timing, electronic meters that may 

not communicate a read in a timely manner, tampering, and energy diversion. 

We inserted Subsection 1 1 .A.7 which indicates estimates due to equipment malfunction 

may exceed one month if the malfunction could not be reasonably discovered and/or 

corrected before additional bills were estimated. 

A new 11 .A.8 was added to clarify to the customer when a bill is no longer considered 

estimated. 

In Subsection ll.C.2, ‘Billing Terms’, we have defined the bill render date by the 

postmark date on a bill sent via US Postal Service and an electronic bill will be considered 

rendered at the time it is electronically sent to the customer. 

We have inserted a new Subsection 11 .C.6 that notifies the customer that a bill will be 

rendered only in a form prescribed by the Company. This language is intended to allow 
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the Company to provide one standardized format for bills. Should a customer require or 

request customized billing the customer will be held responsible for the associated costs. 

A new Subsection 11 .F entitled ‘Responsibility for Payment of Bills’ was added. In 

Subsection 11 .F.1, we added language which is intended to clarify that a customer is 

responsible for service rendered until such time the Company disconnects the service in the 

customer’s name. If access is not available to disconnect the service, the customer is 

responsible for the bill until access is provided. This language was modeled after APS’s 

Commission-approved Schedules. 

In Subsection 11.F.2-3, we added language to clarify when, and time frames required for, 

refunding or recovering the difference between actual billed energy usage and a corrected 

bill. This language was modeled from APS’s Cornmission-approved Schedules. 

In Subsection 1 1 .G, ‘Returned Payments’, the language has bcen altered to include 

returned or denied payments as a basis for the Company to require a customer to make 

payment in cash or certified funds. This language is important due the various methods of 

payments available to customers including credit cards and debit cards. 

In Subsection 1 l.J, ‘Change of Occupancy’, this language has been inserted to clarify that 

an outgoing customer will be responsible for the electricity consumed until such time as 

access is provided and service is terminated. 

We inserted a new Subsection 1l.L, ‘Collections’, which adds language to recover 

collection fees from the customer with the debt. The change would pass the cost of third 

party collections to the customer causing such activity. Additionally, the Company does 

not report payment status or debt directly to the Credit Bureau. As such, the Company is 
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Q. 
A. 

not responsible to notify the Credit Bureau of any payment status reported by the third- 

party collection agency. 

A new Subsection 11.M, ‘Refunds’ was inserted, and ndicates that customers will not be 

eligible for any refunds, rebates or other program payments if the customer has a 

delinquent account balance. Simply put, the customer will not be eligible for any refunds 

of any nature until any delinquent balances are paid in full. 

We added as Subsection 11.N, ‘Refund of Credit Balance Following Discontinuance of 

Service’. Under the new subsection, when service is discontinued, any credits of $5.00 or 

less will be transferred to a low-income assistance program unless the customer requests 

the refund. The Company currently incurs up to $15.00 to process each check. This new 

option will help low-income programs as well as give the Company an opportunity to 

reduce administrative costs. For example, in 201 1 TEP issued 697 refund checks that were 

$5.00 or less. The total of these refund checks was $1,024, yet it cost the Company 

$10,455 to process the refund checks. In fact, of those 697 checks, nearly 400 were less 

than $1 .OO. By implementing this proposal, TEP customers will no longer be paying for 

this economic inefficiency, while at the same time contributing to low-income assistance 

programs. Attached as Exhibit LLS-3 is a copy of a check for one cent that was sent to a 

customer as a refund. 

Please describe changes to Section 12, entitled ‘Termination of Service’. 

We removed Subsection ‘A’ of Section 12 and revised ‘B’ and ‘C’ of Section 12 to 

consolidate and eliminate redundant language. Additionally, the elimination of the section 

previously known as 12.A and the proposed language is consistent with APS’s 

Commission-approved schedules. 
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In Subsection 12.A. 1 .a, the sentence, “The existence of an obvious safety or health hazard 

to the consumer, the general population or the Company’s personnel or facilities” 

adequately covers the variable reasons the Company would require additional steps before 

disconnection of service; therefore, we deleted the section previously known as 12.A ‘Non- 

permissible Reasons to Disconnect Service’. 

In Subsection 12.A.l.c-e’ we added language to address unauthorized usage or resale of 

service along with fraudulent payments. The Company is obligated to report fraudulent 

activity and will disconnect service without notice. 

In Subsection 12.B. 1 .c, ‘Termination of Service with Notice’, we added ‘Failure of a prior 

customer to pay a delinquent bill for electric service where the prior customer continues to 

reside on the premise’. This language was added to address fraudulent behavior and is 

modeled after APS’s Commission-approved schedules. 

In Subsection 12.B.1.1, we added language regarding failure to provide or retain rights-of- 

way or easements which is to ensure that the Company has at all times necessary access to 

its service equipment. This language is modeled after APS’s Commission-approved 

schedules. 

In Subsection 12.B. 1 .m, we added language that when the Company learns of the existence 

of any condition in Section 3.D ‘Grounds for Refusal of Service’, the Company may 

disconnect service with notice. This language is modeled after APS’s Commission- 

approved schedules. 
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Q. 
A. 

Q.  
A. 

Q. 
A. 

What changes were made to Section 15, “Temporary Service or Cyclical Usage”? 

In Section 15, the secondary service charge was changed to line extension charges. This 

was just a hold-over from the previous line extension policy of no free footage. 

What changes were made to Section 18, ‘Statement of Additional Charges’? 

This section has been eliminated from the Rules and is now contained in TEP’s Tariffs 

under “TEP Statement of Charges”. The changes are discussed in the Direct Testimony of 

Craig A. Jones. 

Does this conclude your Direct Testimony? 

Yes. 
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A. 

B. 

E. 

F. 

G. 

H. 

SECTION 1 
APPLICABILITY OF RULES AND REGULATIONS AND DESCRIPTION OF SERVICE 

Tucson Electric Power Company ("Company") is an electric utility operating within portions of the state of Arizona. The 
Company will provide service to any person, institution or business located within its service area in accordance with 
the provisions of its Rates and the terms and conditions of these Rules and Regulations. 

All electricity delivered to any Customer is for the sole use of that Customer on that Customer's premises only. 
Electricity delivered by the Company will not be redelivered or resold, or the use thereof by others permitted unless 
otherwise expressly agreed to in writing by the Company. However, those Customers purchasing electricity for 
redistribution to the Customer's own tenants (only on the Customer's premises) may separately meter each tenant 
distribution point for the purpose of prorating the Customer's actual purchase price of electricity delivered among the 
various tenants on a per unit basis. 

These Rules and Regulations will apply to all electric service furnished by the Company to its Customers. 

These Rules and Regulations are part of the Company's Rates on file with, and duly approved by, the Arizona 
Corporation Commission. These Rules and Regulations will remain in effect until modified, amended, or deleted by 
order of the ACC. No employee, agent or representative of the Company is authorized to modify the Company Rules. 

These Rules and Regulations will be applied uniformly to all similarly situated Customers. 

In case of any conflict between these Rules and Regulations and the ACC's rules, these Rules and Regulations will 
apply. 

Whenever the Company and an Applicant or a Customer are unable to agree on the terms and conditions under which 
the Applicant or Customer is to be served, or are unable to agree on the proper interpretation of these Rules and 
Regulations, either party may request assistance from the Consumer Services Section of the Utilities Division of the 
ACC. The Applicant or Customer also has the option to file an application with the ACC for a proper order, after notice 
and hearing. 

The Company's supplying electric service to the Customer and the acceptance thereof by the Customer will be 
deemed to constitute an agreement by and between the Company and the Customer for delivery, acceptance of and 
payment for electric service under the Company's Rules and Regulations and applicable Rates. 

Filed By: Kentton C. Grant Effective: Pending 
Title: Vice President of Finance and Rates Decision No. 
District: Entire Electric Service Area Rules and Regulations 
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SECTION 2 
DEFINITIONS 

A. In these Rules and Regulations, the following definitions will apply unless the context requires otherwise: 

1 I Applicant: A person requesting the Company to supply electric service. 

2. Application: A request to the Company for electric service, as distinguished from an inquiry as to the availability or 
charges for this service. 

Arizona Corporation Commission ("ACC" or "Commission"): The regulatory authority of the State of Arizona 
having jurisdiction over public service corporations operating in Arizona hereinafter referred to as the 
"Commission." 

3. 

4. Billing Month: The period between any two regular readings of the Company's meters at approximately thirty (30) 
day intervals. 

Billing Period: The time interval between two consecutive meter readings taken for billing purposes. 5. 

6. Company: Tucson Electric Power Company acting through its duly authorized officers or employees within the 
scope of their respective duties. 

Competitive Services: All aspects of retail service except those services specifically defined as "Non-competitive 
Services" pursuant to R14-2-1601(27) of the ACC-approved Competition Rules, or noncompetitive services as 
defined by the Federal Energy Regulatory Commission. 

Connected Load: The sum of the power rating of the Customer's electrical apparatus connected to the 
Company's system. 

7. 

8. 

9. Contiguous Site: A single site not separated by private or public property, or public street, or right of way and 
operated as one integral unit under the same name and as a part of the same business. 

10. Contributions in Aid of Construction ("Contribution"): Funds provided to the Company by the Applicant under the 
terms of a line extension agreement andlor service connection Rate, the value of which is not refundable. 

11. Customer: The end user of electricity, andlor the person(s) or entity(ies) in whose name service is rendered, as 
evidenced by the request for electric service by the Applicant(s). or by the receipt andlor payment of bills regularly 
issued in his name regardless of the identity of the actual user of the service. 

12. Customer Charge: The amount the Customer must pay the Company for the availability of electric service, 
excluding any electricity used, as specified in the Company's Rates. 

13. Day: Calendar Day 

Filed By: Kentton C. Grant 
Title: 
District: Entire Electric Service Area 
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SECTION 2 
DEFINITIONS 

(continued) 

14. Demand: The rate at which power is delivered during any specified period of time. Demand may be expressed in 
kilowatts, kilovolt-amperes, or other suitable units. 

15. Disabled: A person with a physical or mental condition which substantially contributes to the person‘s inability to 
manage his or her own resources, carry out daily living activities, or protect oneself from neglect or hazardous 
situations without assistance from others. 

16. Distribution Lines: The Company’s lines operated at distribution voltage, which are constructed along public 
roadways or other bona fide rights-of-way, including easements on Customer‘s property. 

17. Elderly: A person who is 65 years of age or older 

18. Electronic Billing: Optional billing service whereby Customers may elect to receive, view and pay their bills 
electronically. 

19. Energy: Electric energy, expressed in kilowatt-hours 

20. Interruptible Electric Service: Electric service that is subject to interruption as specified in the Company’s Rate. 

21. Kilowatt (“kW): A unit of power equal to 1,000 watts. 

22. Kilowatt-Hour (“kWh”). The amount of eleciric energy delivered in one hour at a constant rate of one kilowatt. 

23. Law: Any statute, rule, order or requirement established and enforced by government authorities 

24. Line Extension: The lines and equipment necessary to extend the electric distribution system of the Company to 
provide service to additional Customers. 

25. Long-Term Rental Mobile Home Park: A park which is finish-graded and has permanently paved roadways, 
sewer and water connections, and which provides rental spaces to permanent and semi-permanent occupants of 
mobile homes which are owned either by the occupant or by other persons. 

26. Master Meter: A meter for measuring or recording the flow of electricity at a single location before distribution to 
tenants or occupants for their individual usage. 

27. Megawatt (“MW’): Unit of power equal to 1,000,000 watts. 

28. Meter: The instrument and any associated equipment used for measuring, indicating or recording the flow of 
electricity that has passed through it. 
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SECTION 2 
DEFINITIONS 

(continued) 

29. Meter Tampering: A situation in which a meter has been illegally altered, including, but not limited to: meter 
bypassing; use of magnets to slow the meter recording; and broken meter seals. 

30. Minimum Charge: The amount the Customer must pay for the availability of electric service, including an amount 
of usage, as specified in the Company’s Rates. 

31. Month: The period between any two (2) regular readings of the Company’s meters at approximately thirty (30) 
day intervals. 

32. On-site Generation: Any and all power production generated on or adjacent to a Customer’s property that is 
controlled, utilized, sold, or consumed by said Customer or its agent. 

33. Pad Mounted Elbow Switchgear Cabinet (“PME Switchgear Cabinet”): A 3-phase pad mounted switchgear used 
within an underground distribution system. 

34. Permanent Customer: A Customer who is a tenant or owner of a service location who applies for and receives 
permanent electric service. 

35. Permanent Service: Service which, in the opinion of the Company, is of a permanent and established character 
The use of electricity may be continuous, intermittent, or seasonal in nature. 

36. Person: Any individual, partnership, firm, corporation, governmental agency, or other organization operating as a 
single entity. 

3 i .  Point ot Delivery: In all cases, unless otherwise specitled, “point ot delivery” IS the location on the Customer’s 
building, structure, or premises where all wires, conductors, or other current-carrying devices of the Customer join 
or connect with wires, conductors, or other current-carrying devices of the Company. The Company will 
determine the point of delivery in accordance and based on the specific design specifications, relevant and 
appropriate technical standards and specifications, rate schedules and construction standards as applicable to the 
specific situation. Location and type of metering facilities will be determined by the Company and may or may not 
be at the same location as the point of delivery. 

38. Power: The rate of generating, transferring andlor using electric energy, usually expressed in kilowatts 

39. Power Factor: The ratio of real or active power (“kW) to apparent or reactive power (“CVA”) 

40. Premises: All of the real property and apparatus employed in a single enterprise on an integral parcel of land 
undivided by public streets, alleys or railways. 
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I 
(continued) 

41 I Primary Service and Metering: Service supplied directly from the Company's high voltage distribution or I 
1 
I 

transmission lines without prior transformation to a secondary level. 

42. Rates: The charge(s), related term(s) and conditions of the Company's tariffs. 

43. Residential Subdivision Development: Any tract of land which has been divided into six or more contiguous lots 
with an average size of one acre or less for use for the construction of residential buildings or permanent mobile 
homes for either single or multiple occupancy. 

I 
44. Residential Use: Service to Customers using electricity for domestic purposes such as space heating, air 

conditioning, water heating, cooking, clothes drying, and other residential uses, including use in apartment 
buildings, mobile home parks, and other multi-unit residential buildings. 

I 
I 
I 

45. Rules and Regulations or Company Rules: These Rules and Regulations that are part of the company's Tariffs 
and Rates. 

46. Secondary Service: Service supplied at secondary voltage levels from the load side of step-down transformers 
connected to the Company's high voltage distribution lines. 

47. Service Area: The territory in which the Company has been granted a certificate of convenience and necessity 
and is authorired by the Commission to provide electric service. 

48. Service Classifications: Service classifications will be those provided by the filed rate schedules. 

I 
I 

49. Service Drop: The overhead service conductors from the last Company-owned pole or other aerial support to and 
including the splices, if any, connecting to the Customer's service entrance conductors at a building or other 
structure. 

50. Service Establishment Charge: The charge as specified in the company's Rates which covers the cost of 
establishing a new account. 

I 51. Service Lateral: The underground service conductors between the street main, including any risers at a pole or 
other structure or from transformers, and the first point of connection to the Customer's service entrance 
conductors in a terminal box or meter or other enclosure with adequate space, inside or outside the building wall. 

I 52. Service Line: The last line extending from a distribution line or transformer to the Customer's premises or point of 
delivery. 

I 53. Service Point: Unless otherwise stated, all references to "service point" in this agreement will refer to an installed 
service, identified by a Universal Node Identifier ("UNI'?. 

I 
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SECTION 2 
DEFINITIONS 

(continued) 

54. Service Reconnection Charge: The charge as specified in the Company's Rates which must be paid by the 
Customer prior to reestablishment of eiectric service each time the electricity is disconnected for nonpayment or 
whenever service is otherwise discontinued for failure to comply with the Company's Rates or Rules and 
Regulations. 

55. Service Reestablishment Charge: A charge as specified in the Company's Rates for service at the same location 
where the same Customer had ordered a service disconnection within the preceding twelve-month period. 

56. Single Family Dwelling: A house, apartment, or a mobile home permanently affixed to a lot, or any other 
permanent residential unit which is used as a permanent home. 

57. Single-phase Service: Three (3) wire service (usually 120/240 volts). 

58. Tariffs: The terms and conditions of the services offered by the Company, including a schedule of the rates and 
charges for those services. 

59. Temporary Service: Service to premises or enterprises which are temporary in character, or where it is known in 
advance that the service will be of limited duration. Service which, in the opinion of the Company, is for 
operations of a speculative character is also considered temporary service. 

61. Trip Charge: Charges set forth in TEP's Statement of Charges for services such as Set-vice Establishment and 
Reestablishment during regular business hours, Special Meter Reading fee, Meter Re-Read fee and Door 
I I- 1.. 
ndrlyllly IW. 

62. Universal Node Identifier (UNI"): A unique, permanent identification number assigned to each service point of 
delivery. 
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SECTION 3 
ESTABLISHMENT OF SERVICE 

A. Information from New Applicants 

1. The Company shall obtain the following minimum information from each new application for service: 

a. 

b. 

C. 

d. 

e. 

f. 

9. 
h. 

I. 

j .  
k. 

Name or names of Applicant(s); 

Service address or location and telephone number; 

Billing address and telephone number, if different than service address; 

Social security number or Driver's License number and date of birth to be consistent with verifiable 
information on legal identification; 

Address where service was provided previously; 

Date Applicant will be ready for service; 

Whether premises had been supplied with elcctric service previously; 

Purpose for which service is to be used; 

Whether Applicant is owner or tenant of, or agent for the premises; 

Information concerning the energy and demand requirements of the Customer; and 

Type and kind of life-support equipment, if any, used by the Customer. 

2 The supplying of electric service by the Company and the acceptance of that electric service by the Customer will 
be deemed to constitute an agreement by and between the Company and the Customer for delivery, acceptance 
of and payment for electric service under the Company's applicable Rates and Rules and Regulations 

3. The term of any agreement not otherwise specified will become operative on the day the Customer's installation is 
connected to the Company's facilities for the purpose of taking electric energy. 

4. The Company may require a written contract with special guarantees from Applicants whose unusual 
characteristics of load or location would require excessive investment in facilities or whose requirements for 
service are of a special nature. 

5 .  Signed contracts may be required for service to commercial and industrial establishments. Neither these 
contracts, nor any modifications to these contracts, will be binding upon the Company until executed by a duly 
authorized representative of the Company. 

6. Where service is rendered to two (2) or more Customers whose names appear on the bill, as evidenced on the 
bill, the Company will have the right to collect the full amount owed it from any one of the Customers. 

1 
I 
I 
I 
I 
I 
I 
I 
1 
I 
I 
I 
I 

Filed By: Kentton C. Grant 
Title: 
District: Entire Electric Service Area 

Vice President of Finance and Rates 
Effective: Pending 
Decision No. 
Rules and Regulations 



I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 
1 
I 
1 
I 
I 
I 
I 

a 

Tucson Electric Power Company 
Rules and Regulations 

Original Sheet No.: 903-1 
Superseding: 

SECTION 3 
ESTABLISHMENT OF SERVICE 

(continued) 

7 .  Where a person has benefitted from the energy supplied to the premise, but is not the Applicant or the Customer, 
they shall also be jointly and severally liable for the bills rendered to the premise. 

B. Deposits 

1. The Company may require from any present or prospective Customer a deposit to guarantee payment of all bills. 
This deposit may be retained by the Company until service is discontinued and all bills have been paid, except as 
provided in Subsection 3.B.3 below. Upon proper application by the Customer, the Company will then return said 
deposit, together with any unpaid interest accrued thereon from the date of commencement of service or the date 
of making the deposit, whichever is later. The Company will be entitled to apply said deposit together with any 
unpaid interest accrued thereon, to any indebtedness for the same class of service owed to the Company for 
electric service furnished to the Customer making the deposit. When said deposit has been applied to any such 
indebtedness, the Customer's electric service may be discontinued until all such indebtedness of the Customer is 
paid and a like deposit is again made with the Company by the Customer. No interest will accrue on any deposit 
after discontinuance of the service to which the deposit relates. 

The Company will not require a deposit from a new Applicant for residential service if the Applicant is able to meet 
any of the following requirements: 

a. The Applicant has had service of a comparable nature with the Company at another service 
location within the past two (2) years and was not delinquent in payment during the last twelve 
(12) consecutive months of service or was not disconnected for nonpayment; or 

The Applicant can produce a letter of credit from an electric utility where service of a 
comparable nature was last received which states that the Applicant has had a timely 
payment history at time of service discontinuation; or 

Instead of a deposit, the Company receives deposit guarantee notification from a social or 
governmental agency acceptable to the Company. A surety bond may be provided as 
security for the Company in an amount equal to the required deposit. 

b. 

c. 

2. The Company may issue a non-assignable, non-negotiable receipt to the Applicant for the deposit. The inability of 
the Customer to produce his or her receipt wiil in no way impair the Customer's right to receive a refund of the 
deposit that is reflected on the Company records. 
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SECTION 3 
ESTABLISHMENT OF SERVICE 

(continued) 

3. Cash deposits held by the Company twelve (12) months or longer will earn interest at the established one-year 
Treasury constant maturities rate, effective on the first business day of each year, as published on the Federal 
Reserve website. 

a. Residential Customers - Deposits or other instruments of credit will automatically expire or be refunded or 
credited to the Customer's account, after twelve (12) consecutive months of service during which time the 
Customer has not been delinquent more than two (2) times in a twelve-month period. 

All Customers - Upon final discontinuance of the use of the service and full settlement of all bills by the 
Customer, any deposit, not previously refunded, with accrued interest, if any, in accordance with the 
provisions of these Rules and Regulations will be returned to the Customer or, at the Company election, it 
may be applied to the payment of any unpaid accounts of the Customer and the balance, if any, returned to 
the Customer. 

b. 

4. The Company may require a Customer to establish or reestablish a deposit if the Customer became delinquent in 
the payment of three (3) or more bills within a twelve (12) consecutive month period, or has been disconnected 
from service during the last twelve (12) months, or the Company has a reasonable belief that the Customer is not 
credit worthy. 

5. The Company may review the Customer's usage after service has been connected and adjust the deposit amount 
based upon the Customer's actual usage. 

6. A separate deposit may be required for each meter installed. 

7 .  Residential Customer deposits will not exceed two (2) times that Customer's estimated average monthly bill. Non- 
residential Customer deposits will not exceed two and one-half (2.5) times that Customer's maximum estimated 
monthly bill. If actual usage history is available, then that usage, adjusted for normal weather, will be the basis for 
the estimate. 

8. The posting of a deposit will not preclude the Company from terminating service when the termination is due to 
the Customer's failure to perform any obligation under the agreement for service or any of these Rules and 
Regulations. 

C. Conditions for Supplying Service 

The Company reserves the right to determine the conditions under which service will be provided. Conditions for 
service and extending service to the Customer will be based upon the following: 
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1. Customer has wired his premises in accordance with the National Eiectric Code, City, County andlor State codes, 
whichever are applicable. 

2. If the Company determines that there is a reasonable basis to believe that the Customer's premise poses a safety 
risk to Company employees, then the Company may, at its option, install a meter or facilities with remote connect 
andlor disconnect capabilities. 

3. Customer has installed the meter loop in a suitable location approved by the Company 

4. In the case of a mobile home, the meter loop must be attached to a meter pole or to an approved support. 

5. In case of temporary construction service, the meter loop must be attached to an approved support, 

6. All meter loop installations must be in accordance with the Company's specifications and located at an outdoor 
location accessible to the Company. 

Individual CustOmeis m y  be iecjuiied io have their piopeitj' ci-iner pins and/or markers installed to establish 
proper right-of-way locations. 

7, 

8. Developers must have all property corner pins andlor markers installed necessary to establish proper locations to 
supply electric service to individual lots within subdivisions. 

Where the installation requires more than one meter for service to the premises, each meter panel must be 
permanently marked (not painted) by the contractor or Customer to properly identify the portion of the premises 
being served. 

10. The identification will be the same as the apartment, office, etc., served by that meter socket. The identifying 
marking placed on each meter panel will be impressed into or raised from a tab of aluminum, brass or other 
approved non-ferrous metal with minimum one-fourth (1l4) inch-high letters. This tag must be riveted to the meter 
panel. The impression must be deep enough to prevent the identification(s) from being obscured by subsequent 
painting of the building and attached service equipment. 

9. 

11. The Company may require the assistance of the Customer andlor the Customer's contractor to open the 
apartments or offices at the time the meters are set, in order to verify that each meter socket actually serves the 
apartment or office indicated by the marking tag. In the case of multiple buildings, the building or unit number and 
street address will be identified on the pull section in the manner described above. 

Filed By: Kentton C. Grant 
Title: 
District: Entire Electric Service Area 

Vice President of Finance and Rates 
Effective: Pending 
Decision No. 
Rules and Regulations 



I Tucson Electric Power Company 
Rules and Regulations 

I Original Sheet No.: 903-4 
Superseding: 

SECTION 3 
ESTABLISHMENT OF SERVICE 

(continued) 

D. Grounds for Refusal of Service 

The Company may refuse to establish service if any of the following conditions exist: 

1. When the Applicant has an outstanding amount due for the same class of service with the Company and the 
Applicant is unwilling to make satisfactory arrangements with the Company for payment, in such cases the 
Company shall be entitled to transfer the balance due on the terminated service to any other active account of the 
Customer for the same class of service. The failure of the Customer to pay the active account shall result in the 
suspension or termination of service. 

2. A condition exists which in the Company's judgment is unsafe or hazardous to the Applicant, the general 
population, or the Company's personnel or facilities. 

3. Refusal by the Applicant to provide the Company with a deposit when the Customer has failed to meet the credit 
criteria for waiver of deposit requirements. 

4. Customcr is known to be in violation of the Company's Rates filed with and approved by the Commission. 

5. Failure of the Customer to furnish such funds, service, equipment, andlor rights-of-way necessary to serve the 
Customer and which have been specified by the Company as a condition for providing service. 

6. Customer fails to provide safe access to the meter that would be serving the Customer. 

7. Applicant falsifies his or her identity for the purpose of obtaining service. 

8.  Service is requested by an Applicant and a prior Customer who is either living with the Applicant, or who will 
benefit from the energy supplied to the premise, and that Customer owes a delinquent bill from the same class of 
service from the same or a prior service address. 

9. The Applicant is acting as an agent for a prior Customer who is deriving benefits from the energy supplied and 
who owes a delinquent bill from the same class of service from the same or a prior service address. 

10. There is evidence of tampering or energy diversion. 

I 
I 

I 
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E. Service Establishment, Reestablishment and Reconnection Charge 

1.  The Company will make a charge, as approved by the Commission for service establishment or reestablishment 
for service reads only as set forth in the TEP Statement of Charges. 

2. The Company will make a charge, as approved by the Commission for service establishment or reestablishment 
other than service reads under usual operating procedures, for single-phase service only during regular business 
hours as set forth in the TEP Statement of Charges. 

3. Should single-phase service be established or reestablished during a period other than regular working hours at 
the Customer's request, the Customer will be required to pay an after-hours charge for the service connection as 
set forth in the TEP Statement of Charges. Where Company scheduling will not permit service establishment on 
the same day as requested, the Customer may elect to pay the after-hours charge for establishment that day or 
hislher service will be established on the next available business day. Even so, a Customer's request to have the 
Company establish service after-hours is subject to the Company having Staff available; there is no guarantee 
that the Company will have the staffing available for service establishment, reestablishment or reconnection 
outside of regular business hours. 

4.  The Company will make a charge, as approved by the Commission for service establishment or reestablishment 
other than service reads under usual operating procedures, for three-phase service only, during regular business 
hours as set forth in the TEP Statement of Charges. 

5, Should three-phase service be established or reestablished during a period other than regular working hours at 
the Customer's request, the Customer will be required to pay an after-hours charge for the service connection as 
set forth in the TEP Statement of Charges. Where Company scheduling will not permit service establishment on 
the same day as requested, the Customer may elect to pay the after-hours charge for establishment that day or 
hislher service will be established on the next available business day. Even so, a Customer's request to have the 
Company establish service after-hours is subject to the Company having Staff available; there is no guarantee 
that the Company will have the staffing available for service establishment, reestablishment or reconnection 
outside of regular business hours. 

6. For the purpose of this rule, the definition of service establishment is where the Applicant's facilities are ready and 
acceptable to the Company, the Applicant has obtained all required permits andlor inspections indicating that the 
Applicant's facilities comply with local construction safety and governmental standards and regulations, and the 
Company needs only to install a meter, read a meter, or turn the service on. 

7 .  Reconnection Charge: Whenever the Company has discontinued service under its usual operating procedures 
because of any default by the Customer as provided herein, a reconnection charge not to exceed the charge for 
the reestablishment of service as set forth in the TEP Statement of Charges will be made and may be collected by 
the Company before service is restored. When, due to the behavior of the Customer, it has been necessary to 
discontinue service utilizing other than usual operating procedures, the Company will be entitled to charge and 
collect, through verifiable means, actual costs to restore service as set forth in the TEP Statement of Charges. 
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F. Temporary Service 

1. Applicants for temporary service may be required to pay Line Extension charges in accordance with Section 7 

2. Where duration of service is to be less than one month, the Applicant may also be required to advance a sum of 
money equal to the estimated bill for service. 

3. Where the duration of service is to exceed one month, the Applicant may also be required to meet the deposit 
requirements of the Company. 

G. Identification of Load and Premises: Upon request of the Company, the Applicant must identify the electric load and 
premises to be served by the Company at the time of application. If the service address is not recognized in terms of 
commonly-used identification system, the Applicant may be required to provide specific written directions and/or legal 
descriptions before the Company will be required to act upon a request for electric service. 

H. Identification of Responsible Party: Any person applying on behalf of another Applicant for service to be connected in 
the name of or in care of another Applicant must furnish to the Company written approval from that Applicant 
guaranteeing payment of all bills under the account. The Customer is responsible in all cases for service supplied to 
the premises until the Company has received proper notice of the effective date of any change. The Customer will also 
promptly notify the Company of any change in physical or electronic billing address. 

I. Tampering With or Damaging Company Equipment 

1, The Customer agrees, when accepting seivice that no one except authorized Company employees or agents of 
the Company will be allowed to remove or replace any Company-owned equipment installed on Customer's 
property. 

2 .  No person, except an employee or agent acting on behalf of the Company will alter, remove, or make any 
connection to the Company's meter or service equipment. 

3. No meter seal may be broken or removed by anyone other than an employee or agent acting on behalf of the 
Company: however, the Company may give its prior consent to break the seal by an approved electrician 
employed by a Customer when deemed necessary by the Company. 

I 
1 
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4. The Customer will be held responsible for any broken seals, tampering, or interfering with the Company's meter(s) 
or any other Company-owned equipment installed on the Customer's premises. In cases of tampering with meter 
installations, interfering with the proper working thereof, or any tampering, interfering, theft, or service diversion, 
including the falsification of Customer-read meter readings, Customer will be subject to immediate discontinuance 
of service. The Company will be entitled to collect from the Customer whose name the service is in, under the 
appropriate rate, for all power and energy not recorded on the meter as the result of such tampering, or other theft 
of service, and also additional security deposits as well as all expenses incurred by the Company for property 
damages, investigation of the illegal act, and all legal expenses and court costs ificurred by the Company. 

5. The Customer will be held liable for any loss or damage occasioned or caused by the Customer's negligence, 
want of proper care or wrongful act or omission on the part of any Customer's agents, employees, licensees or 
contractors. 

J. Access 

1. The Customer is responsible for providing safe access to Company facilities. The Company's authorized agents 
shall have satisfactory unassisted twenty-four (24) hour a day, seven (7) days a week access to the Company's 
equipment located on Customer's premise for the purpose of repair, maintenance, and service restoration work 
that the Company may need to perform. 

If additional resources are required to gain ssfe access to perform service establishment, disconnection, meter 
reading, or routine maintenance, the Company will be entitled to collect from the Customer all expenses incurred 
by the Company for additional resources including: investigation of access, all legal expenses, and court costs. 

2 .  
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MINIMUM CUSTOMER INFORMATION REQUIREMENTS 

A. Information for Customers 

1. The Company will make available upon Customer request not later than sixty (60) days from the date of the 
request, a concise summary of the rate schedule applied for by the Customer. The summary will include the 
following: 1 

I a. 

b. Rate blocks, where applicable; 

c. 

d. Demand charge, where applicable. 

The monthly minimum or Customer charge, identifying the amount of the charge and the specific amount of 
usage included in the minimum charge, where applicable; 

Any adjustment factor(s) and method of calculation; and 

2. Upon request of the Customer, the Company will use its best efforts to assist the Customer in choosing an 
appropriate Rate, but the Company does not guarantee that the Rate will be the most favorable Rate at that or 
any point in time. The Company will not be held responsible for notifying the Customer of the most favorable Rate 
and will not be liable to refund the difference in charges under different Rates. The Customer is solely responsible 
for selecting the Rate the Customer believes is appropriate. If no Rate is selected: the Customer will be placed on 
the most common Rate for the class of service and the Company will not be liable to refund the difference in 
charges had the Customer been placed on different Rates 

Upon written notification of any material changes in the Customer's installation or load conditions, the Company 
will assist in determining if a change in Rates is desirable, but not more than one (1) such change at the 
Customer's request will be made within any twelve-month period. 

The supply of electric service under a residential rate schedule to a dwelling involving some business or 
professional activity will be permitted only where such activity is of only occasional occurrence, or where the 
electricity used in connection with such activity is small in amount and used only by equipment which would 
normally be in use if the space were used as living quarters. Where the portion of a dwelling is used regularly for 
business, professional or other gainful purposes, and any considerable amount of electricity is used for other than 
domestic purposes, or electrical equipment not normally used in living quarters is installed in connection with such 
activities referred to above, the entire premises must be classified as non-residential and the appropriate general 
service Rate will be applied. 

I 
I 
i 
I 

3. 

4. 
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(continued) 

5. Upon Customer request the Company will make available withit) sixty (60) days from date of service 
commencement, a concise summary of the Company's Rates or the Commission's Rules and Regulations 
concerning: 

a. Deposits; 

b. Termination of service; 

c. Billing and collection; and 

d. Complaint handling. 

Upon request of a Customer, the Company will transmit a written statement of actual consumption for each billing 
period during the prior twelve (12) months unless this data is not reasonably ascertainable. But the Company will 
not be required to accept more than one such request from each Customer in a calendar year. Even so, the 
Company will charge a fee consistent with its ACC-approved Rates andlor these Rules and Regulations for 
providing consumption, interval or other data to the Customer. 

6. 

7 .  The Company will inform all new Customers of their right to obtain the information specified above. 

5. Information Required Due to Changes in Rates 

1. The Company will transmit to affected Customers a concise summary of any change in the Company's Rates 
affecting those Customers. 

2. This information will be transmitted to the affected Customer within sixty (60) days of the effective date of the 
change 
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SECTION 5 
MASTER METERING 

A. Mobile Home Parks - New Construction/Expansion 

1, The Company will refuse service to all new construction andlor expansion of existing permanent residential mobile 
home parks unless the construction andlor expansion are individually metered by the Company. Line extensions 
and service connections to serve this new construction andlor expansion will be governed by these Rules and 
Regulations. 

For the purpose of this rule, permanent residential mobile home parks will mean mobile home parks where, in the 
opinion of the Company, the average length of stay for an occupant is a minimum of six months. 

2 .  

3 For the purpose of this rule, expansion means the acquisition of additional real property for permanent residential 
spaces in excess of that existing at the effective date of this rule. 

B. Residential Apartment Complexes, Condominiums, and other Multi-unit Residential Buildings 

1 ,  Mas!er rne!ering wJ1 not be allowed for new construction of apartment complexes and condominiums unless the 
building(s) will be served by a centralized healing, ventilation andlor air conditioning system and the contractor 
can provide to !he Company an analysis demonstrating that the central unit will result in a favorable costlbenefit 
relationship. 

2. At a minimum, the costlbenofit analysis will consider thc following elements for a central unit as compared to 
individual units: 

a. Equipment and labor costs; 

b. Financing costs; 

c. Maintenance costs; 

d. Estimated kWh usage; 

e. 

f. 

g. 

Estimated kW demand on a coincident demand and non-coincident demand basis (for individual units); 

Cost of meters and installation; and 

Customer accounting cost (one account vs. several accounts). 
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SECTION 6 
SERVICE LINES AND ESTABLISHMENTS 

A. Priority and Timing of Service Establishments 

1. After an Applicant has complied with the Company's application requirements and has been accepted for service 
by the Company and obtained all required easements, permits andlor inspections indicating that the Customer's 
facilities comply with local construction, safety and governmental standards or regulations, the Company will 
schedule that Customer for service establishment. 

2. All charges are due and payable before the Company will schedule the Customer for service establishment 

3. Service establishments will be scheduled for completion within five (5) business days of the date the Customer 
has been accepted for service, except in those instances when the Customer requests service establishment 
beyond the five (5) business day limitation. 

4. When the Company has made arrangements to meet with a Customer for service establishment purposes and the 
Company or the Customer cannot make the appointment during the prearranged time, the Company will 
reschedule the service establishment to the satisfaction of both parties. 

5. The Company will schedule service establishment appointments within a maximum range of four (4) hours during 
normal working hours, unless another time frame is mutually acceptable to the Company and the Customer. 

6. Service establishments must only be made by the Company 

7 .  For the purposes of this rule, service establishments are where the Customer's facilities are ready and acceptable 
to the Company and the Company needs only to install or read a meter or turn the service on. 

B. Service Lines 

1. Customer-provided Facilities 

a. Each Applicant for service will be responsible for all inside wiring, including the service entrance, meter 
socket and conduit. For three-phase service, the Customer will provide, at his expense, all facilities, 
including conductors and conduit, beyond the Company-designated point of delivery. 

Meters and service switches in conjunction with the meter must be installed in a location where the meters 
will be readily and safely accessible for reading, testing and inspection and where such activities will cause 
the least interference and inconvenience to the Customer. Location of metering facilities will be determined 
by the Company and may or may not be at the same location as the point of delivery. However, the meter 
locations will not be on the front exterior wall of the home, or in the carport or garage, unless mutually agreed 
to between the home builder or Customer and the Company. Without cost to the Company, the Customer 
must provide, at a suitable and easily accessible location, sufficient and proper space for installation of 
meters. 

b. 
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(continued) 

c. Where the meter or service line location on the Customer's premises is changed at the request of the 
Customer or due to alterations on the Customer's premises. the Customer, at his expense, must provide and 
have installed all wiring and equipment necessary for relocating the meter and service line connection, The 
Company will assess a charge for moving the meter andlor service line. 

Customer will provide access to the main switch or breaker for disconnecting load to enable safe installation 
and removal of Company meters. 

I 
d. 

2. Overhead Service Connections - Secondary Service 

a. I 
I 
I 
1 
I 
I 

For the initial service drop: where the Company's distribution pole line is located on the Customer's 
premises, or on a street, highway, lane, alley, road or private easement immediately contiguous thereto, the 
Company will, at its own expense, furnish and install a single span of service drop line (up to 500 feet in total) 
from its pole to the Customer's point of attachment, provided such attachment is at the point of delivery and 
is of a type and so located that the service drop wires may be installed in a manner approved by the 
Company in accordance with good engineering practice, and in compliance with all applicable laws, 
ordinances, rules and regulations, including those governing clearance and points of attachment. 

Whenever any of the clearances required by the applicable laws, ordinances, rules or regulations of public 
authorities or standards of the Company from the service drops to the ground or any object becomes 
impaired by reason of any changes made by the owner or tenant of the premises, the Customer will, at his 
own expense, provide a new and approved support, in a location approved by the Company, for the 
termination of the Company's service drop wiies and will also provide all service entrance conductors and 
equipment necessitated by the change of location. 

For each overhead service connection, the Customer will furnish, at his own expense, a set of service 
entrance conductors that will extend from the point of delivery at the point of termination of the Company's 
service drop on the Customer's support to the Customer's main disconnect switch. These service entrance 
conductors will be of a type and be in an enclosure which meets with the approval of the Company and any 
inspection authorities having jurisdiction. 

The cost of any service line footage, in excess of that allowed at no charge, will be paid for by the Customer 
as set forth in the TEP Statement of Charges and will be treated as a contribution in aid of construction. 

b. 

c. 

d. 
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3. Underground Service Connections - Secondary Service 

a. 

b. 

In areas where the Company maintains an underground distribution system, individual services will be 
underground. 

Whenever the Company's underground distribution system is not complete to the point designated by the 
Company where the service lateral is to be connected to the distribution system, the system may be 
extended in accordance with Section 7. 

For an initial underground service connection of single-phase service, the Company will install a service 
lateral from its distribution line to the Customer's Company-approved termination facilities under the following 
conditions (unless otherwise agreed to by the Company and the Applicant): 

i. The Customer, at his expense, will provide the necessary trenching, conduit, conduit installation, 
backfill, landscape restoration and paving and will furnish, install, own and maintain termination facilities 
on or within the building to be served. 

The Ccmpany, at its expense (up to 500 fee! in total), will furnish, install, own, and maintain the underground 
single-phase service cables to the Customer's Company-approved termination facilities. 

The Company will determine the minimum size and type of conduit and conductor for the single-phase 
service. The Customer will furnish and install the conduit system, including pull ropes. The ownership of this 
conduit or duct will be conveyed to the Company, and the Company will thereafter maintain this conduit or 
duct. The maximum length of any service conductor will be determined by the Company in accordance with 
accepted engineering practice in determining voltage d:op, voltage flicker, and other relevant considerations. 

The cost of any underground service line footage, in excess of that allowed at no charge, will be paid for by 
the Customer as set forth in the TEP Statement of Charges and will be treated as a contribution in aid of 
construction. 

For three-phase service, the Customer will also provide, at his expense, all facilities, including conductors 
and conduit, beyond the Company-designated point of delivery. 

c. 

d. 

e. 

f. 

g. 

C. Easements and Rights-of-way 

1. At no cost to the Company, each Customer must grant adequate easements and rights-of-way satisfactory to the 
Company to ensure that Customer's proper service connection. Failure on the part of the Customer to grant 
adequate easements and rights-of-way will be grounds for the Company to refuse service. 
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(continued) 

2.  When the Company discovers that a Customer or his agent is performing work, has constructed facilities, or has I 
allowed vegetation to grow adjacent to or within an easement or right-of-way and such work, construction, 
vegetation or facility poses a hazard or is in violation of federal, state or local laws, ordinances, statutes, rules or 
regulations, or significantly interferes with the Company's access to equipment, the Company will notify the 
Customer or his agent and will take whatever actions are necessary to eliminate the hazard, obstruction or 
violation at the Customer's expense. 

I 
0 .  Number of Services to be Installed 

Unless otherwise provided herein, or in a rate schedule or contract, the Company will not install more than one service, 
either overhead or underground, for any one building or group of buildings on a single premise. Separate services may 
be installed for separate buildings or group of buildings where necessary for the operating convenience of the 
Company, where provided for in Rates, or where required by law or local ordinance. 

I 
I 

E. Multiple Sefvice Points 

Unless otherwise expressly provided herein, or in a rate schedule or contract, any person, firm, corporation, agency or 
other organization or governmental body receiving service from the Company at more than one location or for more 
than one separately-operated business will be considered as a separate Customer at each location and for each 
business. If several buildings are occupied and used by a Customer in the operation of a single business, then the 
Company, upon proper application, will furnish service for the entire group of buildings through one service connection 
at one point of delivery, provided all of these buildings are at one location on the same lot or tract, or on adjoining lots 
or tracts forming a contiguous site (not separated by any public streets) wholly owned, or controlled, and occupied by 
the Customer in the operation of this single business. Dwelling units will be served, metered and billed separately, 
except at the option of the Company. 

8 

F. Temporary Service 

I For service that is temporary in nature or for operations of a speculative character or questionable permanency the 
Customer will be charged the cost of establishing and removing the temporary service. 

I 
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SECTION 7 
LINE EXTENSIONS 

Introduction 

The Company will construct, own, operate and maintain lines along public streets, roads and highways which the 
Company has the legal right to occupy, and on public lands and private property across which rights-of-way and 
easements satisfactory to the Company may be obtained without cost to or condemnation by the Company. 

A request for electric service often requires the construction of new distribution lines of varying distances. The 
distances and costs vary widely depending upon Customer's location and load size. With such a wide variation in 
extension requirements, it is necessary to establish conditions under which the Company will extend its electric 
facilities. 

All extensions (single-phase, three-phase or feeder) are subject to the availability of adequate capacity, voltage and 
Company facilities at the beginning point of an extension, as determined by the Company. 

A standard policy has been adopted to provide service to Customers whose requirements are deemed by the 
Company to be ordinary in nature. 

A. General Requirements 

1. Upon an Applicant's request for a line extension, the Company will prepare, without charge, a preliminary electric 
design arid a rough estimate of the cost of installation to be paid by said Applicant. 

2. Any Applicant for a line extension requesting the Company to prepare detailed plans, specifications, or cost 
estimates will be required to deposit with the Company an amount equal to the estimated cost of preparation. The 
Company will, upon request, make available within ninety (90) days after receipt of the deposit referred to above, 
these plans, specifications, or cost estimates of the proposed line extension. Where the Applicant authorizes the 
Company to proceed with construction of the extension, the deposit will be credited to the cost of construction; 
otherwise the deposit will be nonrefundable. If the extension is to include oversizing of facilities to be done at the 
Customer's expense, appropriate details will be set forth in the plans, specifications and cost estimates. 
Subdivision developers providing the Company with approved plats will be provided with plans, specifications, or 
cost estimates within forty-five (45) days after receipt of the deposit referred to above. 

3. The Company will provide a copy of the line extension policy prior to the Applicant's acceptance of the utility's 
extension agreement. 

4. All line extension agreements requiring payment by the Applicant will be in writing and signed by each party 
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SECTION 7 
LINE EXTENSIONS 

(continued) 

5. The provisions of this rule apply only to those Applicants who, in the Company's judgment, will be permanent 
Customers of the Company. Applications for temporary service will be governed by the Company's rules 
concerning temporary service applications. The Company reserves the right to delay the extension of facilities 
until the satisfactory completion of required site improvements, as determined by the Company, and an approved 
service entrance to accept electric service has been installed. 

B. Minimum Written Agreement Requirements 

1. Each line extension agreement will. at a minimum, include the following information: 

a. 

b. 

c. Description of requested service; 

d. 

e. 

I. Payment terms; 

g.  
h. 

i. 

Name and address of Applicant(s); 

Proposed service address or location; 

Description and sketch of thc requested line extension; 

A cost estimate which includes a cost break down of materials, labor, and other costs as necessary; 

A concise explanation of any refunding provisions, if applicable; 

The Company's estimated commencement and completion dates for construction of the line extension; and 

A summary of the results of the economic feasibility analysis performed by the Company to determine the 
amount of advance required from the Applicant for the proposed line extension where applicable. 

2 .  Each Applicant will be provided with a copy of the written line extension agreement. 
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LINE EXTENSIONS 

(continued) 

C. Line Extension Requirements 

1.  Overhead Extensions to Individual Applicants 

a. Line Extension Allowance 

Upon the Applicant's satisfactory completion of required site improvements, the Company will make 
extensions from its existing facilities of prsper voltage and adequate capacity at the Company's expense up 
to five hundred (500) feet except where excluded in Section 7.C.l.d. The distance of five hundred (500) feet 
is to be measured by the shortest feasible route along public streets, roads, highways, or suitable easements 
from the existing facilities to the Applicant's nearest point of delivery and inclusive of the service drop and is 
for initial site improvements, as determined by the Company, only. 

b. Extensions in Excess of Line Extension Allowance Distance 

The Company will make extensions in excess of five hundred (500) feet per Customer upon receipt of a non- 
interest bearing, refundable cash deposit with the Company to cover costs of construction computed at the 
rates shown in the TEP Statement of Charges (for voltages up to 14kV) for each foot of single-phase line 
extension or for each foot of three-phase line extension in excess of the allowance length and in accordance 
with Subsection 7.C.2.a.v. (unless otherwise agreed to by the Company and the Applicant). 

The foregoing charges shown in the TEP Statement of Charges are based on the Company's current 
average cost of construction of 14kV distribution lines. The Company will review its costs periodically and 
will file a Rate revision when such costs have changed by more than ten percent (10%) since the last 
revision of costs, Such revisions will be subject to approval by the Commission before becoming effective. 

The Company will install, own and maintain, on an individual project basis, the distribution facilities 
necessary to provide permanent service. 

c. Method of Refund 

i. After a period of twelve (12) months from the date the Company is initially ready to render service from 
an extension, seventy-five percent (75%) of any revenue received from the Customer in excess of the 
footage allowance during that period will be applied toward refunding the line extension deposit. 
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LINE EXTENSIONS 

(continued) 

ii. Deposit refunds will be made to a depositor when separately metered Customers are served directly 
from the 14kV line extension originally constructed to serve said depositor, providing the new line 
extension is less than five hundred (500) feet in distance, and the Customer to be served occupies a 
permanent structure designed for continued occupancy for either residential or business purposes, 
meeting established municipal. county or state codes as applicable. 

The amount of the deposit refund will be equal to the applicable TEP Statement of Charges rates per 
foot multiplied by five hundred (500) feet less the actual footage of the new line extension required to 
serve the new Customer. 

I In no event will the total of the refund payments made by the Company to a depositor be in excess of 
the deposit amount advanced. 

1 A pictorial explanation of the method of refund for a single-phase line extension is as follows: 
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LINE EXTENSIONS 

(continued) 

Applicant " A  - Customer makes refundable advance of $20,530 for footage over 500' at $20.53/foot. 

Applicant "B" - Customer makes refundable advance of $12,318 for footage over 500' at $20.53/foot. No refund to A 
for B's connection because B is over 500'. 

Applicant "C" - Customer gets line at no cost. Refund goes to B at $20.53 x 200', or $4,106.00 because C ties directly 
into B's line and is less than 500'. 

Applicant "D" - Customer gets line at no cost. Refund goes to B at $20.53 x 200', or $4,106.00, because it ties directly 
into B's line and is less than 500'. 

Applicant "E" - Customer gets line at no cost. Refund goes to A at $20.53 x 300', or $6,159.00 because E ties directly 
into A s  line and is less than 500'. 

Applicant "F" - Customer gets line at no cost. Refund goes to A at $20.53 x 300', or $6,159.00 because F ties directly 
into A s  line and is less than 500'. 

Applicant "G" - Customer gets line at no cost. Refund goes to B at $20.53 x 300, or $6,159.00; B receives $4,106.00 
since this is the remaining balance of the initial deposit. 

Note: The dollars in the example above are illustrative. This method requires that: a) The deposit advance made 
for an initiai line extension cannot be refunded to the depositor unless a new line extension required to serve 
a new separately metered Customer is directly connected to the initial line extension; and b) the new line 
extension is less than 500 feet in length. 

... 
1 1 1 .  Payment of eligible refunds will be made within ninety (90) days following receipt of notification to the 

Company that a qualifying permanent Customer has commenced receiving service from an extension. 

iv. A Customer may request an annual survey to determine if additional Customers have been connected 
to and are using service from the extension. 

After a period of six (6) years from the date the Company is initially ready to render service from an 
extension, the Company will review the deposit and make appropriate refunds then due, if any. Any 
unrefunded amount remaining thereafter will become the property of the Company and will no longer be 
eligible for refund and will become a contribution in aid of construction. 

v. 

Filed By: Kentton C. Grant 
Title: 
District: Entire Electric Service Area 

Vice President of Finance and Rates 
Effective: Pending 
Decision No. 
Rules and Regulations 



I Tucson Electric Power Company 
Rules and Regulations 

Original Sheet No.: 907-5 
Superseding: 

SECTION 7 
LINE EXTENSIONS 

(continued) 

d. Extensions to Large General Service and Large Light and Power Customers 

i. For line extensions with voltages less than or equal to 14kV. the Company will install, own and maintain, 
on an individual project basis, the distribution facilities necessary to provide permanent service to a 
large general service or large light and power Customer. Prior to the installation of facilities, the 
Customer will be required to make a cash advance to the Company for any portion of the capital 
expenditures not justified by the estimated two year revenue of the new facilities. Such advance, if any, 
will be in the amount determined by subtracting two (2) times the estimated annual revenue from the 
total estimated installation costs based in the TEP Statement of Charges. If the total of such charge is 
less than one hundred dollars ($100.00), the charge will be waived by the Company. Adjustments to the 
advance will be made after the initial twenty-four (24) month billing period, and the Company will refund 
to the amount by which the estimated advance exceeds the actual installation cost less the actual 
twenty-four (24) month billing. In no event shall the total of the refund payments made by the Company 
to the depositor be in excess of the deposit amount advanced. 

500 foot line extension allowance does not apply 

ii. For line extensions with voltages greater than 14kV and less than or equal to 46kV, the installation costs 
will be the actual costs of construction. The Company will install, own and maintain, on an individual 
project basis, the facilities necessary to provide permanent service. Prior to the installation of facilities, 
the Customer will be required to pay the estimated cost of the construction of the distribution or 
transmission facilities. Upon completion of construction, the Company will compare the actual cost to 
the estimated cost and any difference will be either billed or refunded within 60 days to the Customer. 

500 foot line extension allowance and adjustments for annual revenues do not apply. 

LLP Customers with line voltages greater than 46kV will necessitate a special line extension agreement 
as required per Subsection 7.C.l.e. 

2. Overhead or Underground Distribution Facilities Up to and Within a New Duly Recorded Residential Subdivision 

a. General 

Required distribution facilities up to and within a new duly recorded residential subdivision, including 
subdivision plats which are activated subsequent to their recordation, for permanent service to single andlor 
multi-family residences andlor unmetered area lighting, will be constructed, owned, operated and maintained 
by the Company in advance of applications for service by permanent Customers only after the Company and 
the Applicant have entered into a written contract which (unless otherwise agreed to by the Company and the 
Applicant) provides that: 
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LINE EXTENSIONS 

(continued) 

i. The total estimated installed cost of such overhead distribution facilities, exclusive of meters, services 
and exclusive of other costs as may be deemed as reasonable by the Company, will be advanced to the 
Company as a refundable non-interest bearing cash deposit to cover the Company's cost of 
construction. In the event that the advance has not met the requirements for total refunding on or 
before the end of two (2) years from the date of installation of the Company's facilities, the advance will 
further be utilized for reimbursement of the Company's cost of ownership as provided in Subsection 
7.C.2.b. In lieu of the refundable cash deposit, the Applicant may elect to execute a Deferred 
Construction Deposit Agreement, secured by a bond or letter of credit in a form acceptable to the 
Company, equal to the deferred cash deposit, which guarantees the posting by the Applicant of the full 
cash deposit one (1) to six (6) years subsequent to the completion of construction of the Company's 
facilities. Letters of credit and bonds will not be acceptable where the original cash deposit would be 
less than one thousand dollars ($1,000). 

ii. Refundable advances will become non-refundable at such time and in such manner provided in 
Subsection 7.C.Z.b. 

iii. The Applicant will be responsible for ownership costs at such time and in such manner as provided in 
Subsection 7.C.Z.b. 

iv. Where applicable, if distribution facilities must be constructed in excess of an average of five hundred 
(500) feet per new permanent Customer within a duly recorded residential subdivision, a nonrefundable 
cash amount equal to that portion of the total estimated installed cost, represented by those required line 
facilities in excess of five hundred (500) feet per Customer average will be paid to the Company. 

v. Underground Installations - Extensions of single-phase underground distribution lines necessary to 
furnish permanent electric service to new residential buildings or mobile homes within a subdivision, in 
which facilities for electric service have not been constructed, for which applications are made by a 
developer will be installed underground in accordance with the provisions set forth in this regulation 
except where it is not feasible from an engineering, operational, or economic standpoint. Extensions of 
single-phase underground distribution lines necessary to furnish permanent electric service within a new 
single family andlor multi-family residential subdivision will be made by the Company in advance of 
receipt of applications for service by permanent Customers in accordance with the following provisions 
(unless otherwise agreed to by the Company and the Applicant): 

The subdivider or other Applicant will provide and install all of the required underground duct 
system (including all or a portion of the necessary trenching, backfilling, conduits, ducts, 
transformer and equipment pads, manholes, and pull boxes) in accordance with the Company's 
specifications and subject to the Company's inspection and approval. Upon acceptance and 
approval by the Company, the Applicant will grant to the Company the exclusive right to use and 
occupy said duct system or, at the option of the Company, will transfer ownership thereof to the 
Company. 
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LINE EXTENSIONS 

(continued) 

2) 

3) 

Underground service will be installed, owned, operated and maintained as provided in Section 6 of 
these Rules and Regulations. 

Any underground electric distribution system requiring more than single-phase service is not 
governed by this Subsection 7.C.2.. but rather will be constructed pursuant to Subsection 7.C.4. 

vi. Underground extensions up to the duly recorded Subdivision will be owned, operated and maintained by 
the Company, provided the Applicant pays a non-refundable sum equal to the estimated difference 
between the cost of the underground extension and an equivalent overhead extension at the rate 
indicated by the Underground Differential in the TEP Statement of Charges. 

b. Method of Refund 

i. For Line Extensions Within A New Duly Recorded Residential Subdivision (“Subdivision Agreements”) 

On or after two (2) years subsequent to the installation of the Company’s facilities, and thereafter every 
six (6) months, the Company will revievi the status of a subdivision to determine the percentage ratio 
that the number of lots or service locations occupied by permanent Customers bears to the number of 
lots identified in each Subdivision Agreement specified as the basis for refund. Refunds will be made 
prior to the actual occupancy by a permanent Customer if the lot or service location has been 
substantially completed so that in the judgment of the Company permanent occupancy will occur within 
a reasonable time. Such periodic review will continue until either: i) the calculated ratio equals a 
maximum ot seventy-five percent (75%) at which time the total refund will be made to the Applicant; or 
ii) a six (6) year period subsequent to the cornpletion of installation of the Company‘s facilities elapses. 
For purposes of computation of all charges and refundable deposit requirements under these Rules and 
Regulations, the installation of the Company‘s facilities will be that date upon which the construction is 
determined to be completed and the facilities are entered into the Company records of Plant and 
Propertyy. The ratio determined at the time of each review multiplied by the total refundable advance 
associated with the line extension agreement, less applicable cost of ownership charges previously 
deducted, if any, will represent that portion of the advance qualified for refund. If the foregoing 
calculation indicates a refund is due, an appropriate refund of cash deposit, or reduction of the cash 
deposit requirement at the end of the deferral period in those cases where a Deferred Construction 
Deposit Agreement has been executed, will be made. 
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Refunds of cash deposits, less applicable cost of ownership charges, if any, will also be made by the 
Company within ninety (90) days following receipt of written notice from the developer requesting 
payment of earned refund. Furthermore, if at any time a maximum of seventy-five percent (75%) or 
more of the total refundable advance qualifies for refund, any balance of the advance remaining, after 
applicable cost of ownership charges, if any, have been deducted, will be refunded. No payment will be 
made by the Company in excess of the total refundable advance less applicable cost of ownership 
charges, if any, nor after a period of six (6) years subsequent to the completion of construction of the 
Company‘s facilities. Any un-refunded amount remaining at the end of the six (6) year period will 
become the property of the Company and a nonrefundable contribution in aid of construction. 

ii. For Line Extensions To The Perimeter of New Duly Recorded Residential Subdivisions (“Feeder 
Agreements”) 

On or after two (2) years subsequent to the installation of the Company’s facilities, and thereafter every 
six (6) months, the Company will review the status of Customers added as a result of the extension and 
within connected subdivisions in excess of the Customer level identified in each subdivision‘s 
agreement to determine the percentage that the number of lots or service locations occupied by 
permanent Customers bears to the number of lots identified in the Feeder Agreement specified as the 
basis for refund. Refunds will be made prior to the actual occupancy by a permanent Customer if the lot 
or service location has been substantially completed so that in the judgment of the Company permanent 
occupancy will occur within a reasonable time. Such periodic review will continue until either: i) the 
calculated ratio equals the level identified in the Feeder Agreement at which time the total refund will be 
made to the Applicant; or ii) a six (6) year period subsequent to the completion of installation of the 
Company’s facilities elapses. For purposes of computation of all charges and refundable deposit 
requirements under these Rules and Regulations, the installation of the Company‘s facilities will be that 
date upon which the construction is determined to be completed and the facilities are entered into the 
Company records of Plant and Property. The ratio determined at the time of each review multiplied by 
the total refundable advance associated with the line extension agreement, less applicable cost of 
ownership charges previously deducted, if any, will represent that portion of the advance qualified for 
refund. If the foregoing calculation indicates a refund is due, an appropriate refund of cash deposit, or 
reduction of the cash deposit requirement at the end of the deferral period in those cases where a 
Deferred Construction Deposit Agreement has been executed, will be made. 
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Refunds of cash deposits, less applicable cost of ownership charges, if any, will also be made by the 
Company within ninety (90) days following receipt of written notice from the developer requesting 
payment of earned refund. Furthermore, if at any time a maximum of seventy-five percent (75%) or 
more of the total refundable advance qualifies for refund, any balance of the advance remaining, after 
applicable cost of ownership charges, if any, have been deducted, will be refunded. No payment will be 
made of the Company in excess of the total refundable advance less applicable cost of ownership 
charges, if any, nor after a period of six (6) years subsequent to the completion of construction of the 
Company's facilities. Any unrefunded amount remaining at the end of the six (6) year period will 
become the property of the Company and will be treated as a nonrefundable contribution in aid of 
construction. 

iii. In the event that any portion of an advance has not qualified for refund at the time of each review, the 
developer will be responsible for the Company's cost of ownership charges based on the average 
(mean) of the electric facilities represented by: 

1) 

2) 

When the advance is in the farm of a cash deposit, the semi-annual cost of ownership charges will be 
equal to the average of (i) and (ii) above multiplied by five and one-half percent (5-1/2%). When the 
advance is in the form of a Deferred Construction Deposit, the semi-annual cost of ownership charges 
will be equal to (I) and (ii) above multiplied by the sum of five and one-half percent (5-1/2%) plus one- 
half of the original cost equivalent of the rate of return, expressed as a percent, last allowed to the 
Company by the Commission. Payment of such cost of ownership charges, which will be computed and 
paid at the time of each review after the initial review, will be made in the following manner:' 

that portion of the advance not qualified for refund at the time of current review, and 

that portion of the advance not qualified for refund at the time of the last periodic review. 

When the advance is in the form of a cash deposit, a deduction of cost of ownership charge will be 
made by the Company from the cash deposit. 

When the advance is in the form of a Deferred Construction Deposit, the Company will bill and 
developer will pay to Company said cost of ownership charge. In the event that the Applicant fails to 
pay the cost of ownership charge when due, the Company will exercise its rights provided for in the 
Deferred Construction Deposit, and will call the bond or letter of credit. 

The portion of the original advance on which cost of ownership charges are computed will not be 
reduced for purposes of that computation by amounts deducted previously for cost of ownership 
charges. 
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3 .  Underground Extensions to Individual Applicants 

a. General 

Underground line extensions will generally be made only where mutually agreed upon by the Company and 
the Applicant, or in areas where the Company does maintain underground distribution facilities for its 
operating convenience. 

i. Underground extensions will be owned, operated and maintained by the Company, provided the 
Applicant pays in advance a non-refundable sum equal to the estimated difference between the cost, 
exclusive of meters and services, of the underground extension and an equivalent overhead extension 
at the rate indicated by the Underground Differential in the TEP Statement of Charges (for voltages up 
to 14kV). 

ii. In addition to the non-refundable sum, the Applicant will (unless otherwise agreed to by the Company 
and the Applicant) make such refundable deposit as shown in the TEP Statement of Charges (for 
voltages up to 14kV) and in accordance with Subsection 7.C. as otherwise would have been required 
under these Rules and Regulations if the extension had been made by overhead construction. 

iii. The Applicant will provide and install all of the required underground duct system (including all or a 
portion of the necessary trenching, backfilling, conduits, ducts, transformer and equipment pads, 
manholes, and pull boxes) in accordance with the Company's specifications and subject to the 
Company's inspection and approval. Upon acceptance and approval by the Company, the Applicant will 
grant to the Company the exclusive right to use and occupy said duct system or, at the option of the 
Company, will transfer ownership thereof to the Company. 

iv. Refunds of cash deposits will be made in the same manner as provided for overhead extensions to 
individual Applicants for service, in accordance with the applicable provisions of Subsection 7.C. 

v. Underground services will be installed, owned, operated and maintained as provided in Section 6 of 
these Rules and Regulations. 
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4. Replacement of Overhead with Underground Distribution Facilities 

Where a Customer has requested that existing overhead distribution facilities be replaced with underground 
distribution facilities, the total cost of such replacement will be paid by the Customer. 

5. Conversion from Single-phase to Three-phase Service 

Where it is necessary to convert all or any portion of an existing underground distribution system from single- 
phase to three-phase service to a Customer, the total cost of such conversion will be paid by the Customer. 

6 .  Long Term Rental Mobile Home Park, Townhouses, Condominiums and Apartment Complexes 

Line extensions to long term rental mobile home parks. townhouses, condominiurns and apartment complexes will 
be made by the Company under terms and conditions provided in Subsection 7.C.1. The Company will, when 
reques!ed by the Customer, insta!!, oiwn and maintain internal distributio:: facilities and individiial meieiifig foi said 
development in accordance with the provisions pertaining to duly recorded real estate subdivisions as stated in 
Subsection 7.C.2 hereof. 

7 Special Conditions 

a. Contracts 

Each sub divider or other Applicant for service requesting an extension over the allowable footage allowance, 
or in advance of applications for service to permanent Customers, or in advance of completion of required 
site improvements will (unless otherwise agreed to by the Company and the Applicant) be required to 
execute contracts covering the terms under which the Company will install lines at its own expense, or 
contracts covering line extensions for which advance deposits will (unless otherwise agreed to by the 
Company and the Applicant) be made in accordance with the provisions of these Rules and Regulations or of 
the applicable rate schedules. 

b. Primary Service and Metering 

The Company will provide primary service to a point of delivery, such point of delivery to be determined by 
the Company. The Customer will provide the entire distribution system (including transformers) from the 
point of delivery to the load. The system will be treated as primary service for the purposes of billing. The 
Company reserves the right to approve or require modification to the Customer's distribution system prior to 
installation, and the Company will determine the voltage available for primary service. Instrument 
transformers, metering riser poles and associated equipment to be installed and maintained by the Company 
will be at the Customer's expense. 
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SECTION 7 
LINE EXTENSIONS 

(continued) 

c. Advances under Previous Rules and Contracts 

Amounts advanced under the conditions established by a rule previously in effect will be refunded in 
accordance with the requirements of such contract under which the advance was made. 

d. Extensions for Temporary Service 

Extensions for temporary service or for operations of a speculative character or questionable permanency 
will be charged the applicable estimated charges for the installation and removal of temporary facilities. 
Temporary facilities will remain in service for a maximum of two (2) years. 

e. Exceptional Cases 

Where unusual terrain, location, soil conditions, or other unusual circumstances make the application of 
these line extension rules impractical or unjust to either party or in the case of extension of lines of other than 
standard distribution voltage, service under such circumstances will be negotiated under special agreements 
specifying terms and conditions covering such extensions. 

f. Special or Excess Facilities 

Under this rule, the Company will install only those facilities which it deems are necessary to render service 
in accordance with the rate schedules. Where the Customer requests facilities which are in addition to, or in 
substitution for, the standard facilities which the Company normally would install, the extra cost thereof will 
be paid by the Customer. 

g. Unusual Loads 

Line extensions to unusually small loads not consisting of a residence or permanent building (e.g. individual 
lights, wells, signs, etc.) will not be granted the five hundred (500) foot allowance but will instead be required 
to advance any costs of service in excess of their estimated two years annual revenue. Refunding will be 
according to Subsections 7.C.l.c. and 7.C.3.a.i~. 
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SECTION 7 
LINE EXTENSIONS 

(continued) 

D. Construction I Facilities Related Income Taxes 

1. Collection of Income Tax Gross Up 

a. Any federal, state or local income taxes resulting from the receipt of a contribution or advance in aid of 
construction in compliance with this rule is the responsibility of the Company and will be recorded as a 
deferred tax asset and reflected in the Company's rate base for ratemaking purposes. 

b. However, if the estimated contribution or advance for any service line or distribution main extension (as 
determined for each individual extension agreement) exceeds $500,000, the Company may require the 
Applicant to include in the contribution, advance or deferred construction deposit agreement an amount (the 
"gross up amount") equal to the estimated federal, state or local income tax liability of the Company resulting 
from the contribution or advance computed as follows: 

Advance or Contribution Gross Up Amounl = Advance or Contribution 
(1 - Statutory combined income tax rate) 

c. After the Company's tax returns for the year of receipt of the advance or contribution are completed, if the 
statutory combined income tax rate is less than the rate used to calculate the gross-up, the Company shall 
refund to the Applicant an amount equal to such excess. 

d. When a gross-up amount is to be collected in connection with an extension agreement, the contract will state 
the tax rate used to compute the gross up amount, and will also disclose the gross-up amount separately 
from the estimated cost of facilities. 

2.  Refund of Income Tax Gross Up 

a. In the case of construction advance refunds made pursuant to Subsection 7.C.l.d. (Large Light & Power 
Extensions), a pro rata portion of the gross up will be refunded when the amount of the underlying 
contribution is refunded. Any remaining gross-up will be refunded on November 1" of each year as tax 
depreciation deductions are taken on the Company's tax returns. At the end of five years from installation, 
the remaining gross up will be refunded at an amount that reflects the net present value of the company's 
remaining tax depreciation deductions on the underlying advance discounted at the Company's authorized 
rate of return. 

b. In the case of all other advances or deferred construction deposit agreements, the gross up will be refunded, 
or the amount of required deferred construction deposit will be reduced, as follows: 
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SECTION 7 
LINE EXTENSIONS 

(continued) 

i. 

ii. 

If the full amount of the advance is refunded prior to September 30Lh of the year following the year in 
which the advance is received, the entire amount of the gross-up will be refunded. 

For any amount of the advance not refunded as of September 30th of the year following the year in 
which the advance is received, on November 1st  of each year a portion of the gross-up will be refunded 
based on the amount of the tax depreciation deductions taken by the Company on its federal and state 
income tax returns. 

When any advance is refunded after depreciation refunds pursuant to clause ii have begun, a pro rata 
portion of the gross up will be refunded reduced by the amount of depreciation refunds previously made 
for that portion of the gross up. 

iv. For any advance that is not refunded at the end of the contract period, the remaining gross up will be 
refunded at an amount that reflects the net present value of the Company's remaining tax depreciation 
deductions on the underlying advance discounted at the Company's authorized rate of return. 

iii. 

3. Non-refundable Income Tax Gross Up 

a. At the option of the Customer, a non-refundable gross-up may be calculated as follows: 

- - Contribution Amount Non-refundable - __ (Contribution Amount - Present Value of Tax Depreciation) 
Gross Up Amount (1 - Current Tax Rate) 
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SECTION 8 
PROVISION OF SERVICE 

A. Company Responsibility 

1, The Company will be responsible for the safe transmission and distribution of electricity until it passes the point of 
delivery to the Customer. 

2.  The Company will be responsible for maintaining in safe operating condition all meters, equipment and fixtures 
installed on the Customer's premises by the Company for the purpose of delivering electric service to the 
Customer. The Company, however, will not be responsible for the condition of meters, equipment, and fixtures 
damaged or altered by the Customer. 

3. The Company may, at its option, refuse service until the Customer has obtained all required permits andlor 
inspections indicating that the Customer's facilities comply with local construction and safety standards, including 
any applicable Company specifications. 

4. The Company will determine, in its sole discretion, the type of service (including voltage and number of phases) to 
be furnished for utilization by the Customer. This includes determinations involving (I) requirements to take 
Primary Service and Metering and (2) service voltage (including for any new on-site generation installations or 
generation retrofits at the Customer's premises). 

B. Customer Responsibilrty 

1. Each Customer will be responsible for maintaining in safe operating condition all Customer facilities on the 
Customer's side of the point of delivery. 

Each Customer will be responsible for safeguarding all Company property installed in or on the Customer's 
premises for the purpose of supplying utility service to that Customer. 

2. 

3. Each Customer will exercise all reasonable care to prevent loss or damage to Company property, excluding 
ordinary wear and tear. The Customer will be responsible for loss of or damage to, Company property on the 
Customer's premises arising from neglect, carelessness. misuse, diversion or tampering and will reimburse the 
Company for the cost of necessary repairs or replacements. 

4. Each Customer, regardless of who owns the meter, will be responsible for payment for any equipment damage 
andlor estimated unmetered usage and all reasonable costs of investigation resulting from unauthorized breaking 
of seals, interfering, tampering or bypassing the utility meter. 

5. Each Customer will be responsible for notifying the Company of any equipment failure identified in the Company's 
equipment. 

Filed By: Kentton C. Grant 
Title: 
District: Entire Electric Service Area 

Vice President of Finance and Rates 
Effective: Pending 
Decision No. 
Rules and Regulations 



I 
8 
I 
I 
I 
1 
I 
I 
I 
8 
I 
I 
8 
t 
1 
I 
I 
I 
1 

Tucson Electric Power Company 
Rules and Regulations 

Original Sheet No.: 908-1 
Superseding: 

SECTION 8 
PROVISION OF SERVICE 

(continued) 

6. The Customer will be responsible for informing the Company of, and meeting the Company's requirements 
regarding, on-site or distributed generation (including distributed renewable resources and combined heat and 
power facilities) that the Customer or its agent intends to interconnect to the company's transmission or 
distribution system. This includes compliance with all requirements contained within the Company's most current 
Interconnection Requirements for Distributed Generation, and the terms and conditions of the Company's 
Agreement for the Interconnection of Customer's Facility. Customer must also agree to enter into the 
Interconnection Agreement with the Company, Further, any interconnection must be in accordance with any 
applicable Commission regulation and order governing interconnection, as well as applicable laws. 

The Customer, at his expense, may install, maintain and operate check-measuring equipment as desired and of a 
type approved by the Company, provided that such equipment will be installed so as not to interfere with operation 
of the Company's equipment, and provided that no electric energy will be re-metered or sub-metered for resale to 
another or to others, except where such re-metering will be done in accordance with the applicable orders of the 
Commission. 

7 .  

C. Continuity of Service 

The Company will make reasonable efforts to supply a satisfactory and continuous level of service. However, the 
Company will not be responsible for any damage or claim of damage attributable to any interruption or discontinuation 
of service resulting from: 

1. Any cause against which the Company could not have reasonably foreseen or made provision for (;,e., force 
majeure); 

2. Intentional service interruptions to make repairs or perform routine maintenance; or 

3. Curtailment, including brownouts or blackouts. 

D. Service Interruptions 

1, The Company will make reasonable efforts to reestablish service within the shortest possible time when service 
interruptions occur. 

2. When the Company plans to interrupt service for more than four (4) hours to perform necessary repairs or 
maintenance, the Company will attempt to inform affected Customers at least twenty-four (24) hours in advance of 
the scheduled date, and these repairs will be completed in the shortest possible time to minimize the 
inconvenience to the Customers of the Company. 
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SECTION 8 
PROVISION OF SERVICE 

(continued) 

I 
1 

In the event of a national emergency or local disaster resulting in disruption of normal service, the Company may, 
in the public interest, interrupt service to other Customers to provide necessary service to civil defense or other 
emergency service agencies on a temporary basis until normal service to these agencies can be restored. 

The Commission will be notified of interruption in service affecting the entire system or any major division thereof. 
The interruption of service and cause will be reported by telephone to the Commission within four (4) hours after 
the responsible representative of the Company becomes aware of said interruption. A written report to the 
Commission will follow. 

E. Interruption of Service and Force Majeure 

1. The Company will make reasonable provision to supply a satisfactory and continuous electric service, but does 
not guarantee a constant or uninterrupted supply of electricity. The Company will not be liable for any damage or 
claim of damage attributable to any temporary, partial or complete interruption or discontinuance of electric 
service attributable to a force majeure condition as set forth at Subsections 8.E.4 and 8.E.5 or to any other cause 
which the Company could not have reasonably foreseen and made provision against, or which, in the Company's 
judgment, is necessary to permit repairs or changes to be made in the Company's electric generating, 
transmission or distribution equipment or to eliminate the possibility of damage to the Company's property or to 
the person or property of others. 

Whenever the Company deems that a condition exists to warrant interruption or limitation in the service being 
rendered, this interruption or limitation will not constitute a breach of contract and will not render the Company 
liable for damages suffered thereby or excuse the Customer from further fulfillment of the contract. 

2. 

3. The use of electric energy upon the premises of the Customer IS at the risk of the Customer. The Company's 
liability will cease at the point where its facilities are connected to the Customer's wiring. 

4. Neither the Company nor the Customer will be liable to the other for any act, omission or circumstances 
(including, with respect to the Company, but not limited to, inability to provide service) occasioned by or in 
consequence of the following: 

a. 

b. accident or explosion; 

c. 

d. acts of God; 

e. 

f. 

g. 

flood, rain, wind, storm, lightning, earthquake, fire, landslide, washout or other acts of the elements; 

war, rebellion, civil disturbance, mobs, riot, blockade or other act of the public enemy; 

interference of civil andlor military authorities; 

strikes, lockouts or other labor difficulties; 

vandalism, sabotage or malicious mischief; 
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SECTION 8 

PROVISION OF SERVICE 
(continued) 

h. usurpation of power, or the laws, rules, regulations or orders made or adopted by any regulatory or other 
governmental agency or body (federal, state or local) having jurisdiction of any of the business or affairs of 
the Company or the Customer, direct or indirect; 

breakage or accidents to equipment or facilities; 

lack, limitation or loss of electrical or fuel supply; or 

any other casualty or cause beyond the reasonable control of the Company or the Customer, whether or not 
specifically provided herein and without limitation to the types enumerated, and which by the exercise of due 
diligence such party is unable to prevent or overcome. 

i. 

j. 
k. 

5. A failure to settle or prevent any strike or other controversy with employees or with anyone purporting or seeking 
to represent employees will not be considered to be a matter within the control of the Company. 

6. Nothing contained in this Section will excuse the Customer from the obligation of paying for electricity delivered or 
services rendered. 

F. General Liability 

1. The Company will not be responsible for any third-party claims against the Company that arise from Customer's 
use of the Company's electricity. 

2 .  Customer will indemnify, defend and hold harmless the Company (including the costs of reasonable attorneys 
fees) against all claims (including, without limitation, claims for damages to any business or property, or injury to, 
or death of, any person) arising out of any act or omission of the Customer, or the Customer's agents, in 
connection with the Company's service or facilities. 

3. The liability of the Company for damages of any nature arising from errors, mistakes, omissions, interruptions, or 
delays of the Company, its agents, servants, or employees, in the course of establishing, furnishing, rearranging, 
moving, terminating, or changing the service or facilities or equipment will not exceed an amount equal to the 
charges applicable under the Company's Rates (calculated on a proportionate basis where appropriate) to the 
period during which the error, mistake, omission, interruption or delay occurs. 

4. In no event will the Company be liable for any incidental, indirect, special, or consequential damages (including 
lost revenue or profits) of any kind whatsoever regardless of the cause or foreseeability thereof. 

5 .  The Company will not be responsible in an occasion for any loss or damage caused by the negligence or wrongful 
act of the Customer or any of his agents, employees or licensees in installing, maintaining, using, operating or 
interfering with any electric facilities. 
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SECTION 8 
PROVISION OF SERVICE 

(continued) 

G. Construction Standards and Safety 

The Company will construct all facilities in accordance with the provision of the ANSI C2 Standards (National Electric 
Safety Code, 2007 edition, and other amended editions as are adopted by the Commission), the 2007 ANSI 8.31.1 
Standards, the ASME Boiler and Pressure Vessel Code, and other applicable American National Standards Institute 
Codes and Standards, except for such changes as may be made or permitted by the Cornmission from time to time. In 
the case of conflict between codes and standards, the more rigid code or standard will apply. 

I 
I 
I 
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SECTION 9 
CHARACTER OF SERVICE - VOLTAGE, FREQUENCY AND PHASE 

(continued) 

E. Motor Protection 

I 
1 
I 
1 

The following protective apparatus, to be provided by the Customer, is required on all motor installations: 

1 ~ No-Voltage Protection: Motors that cannot be safely subjected to full voltage at starting must be provided with a 
device to insure that upon failure of voltage, the motors will be disconnected from the line. Said device should be 
provided with a suitable time delay relay. 

Overload Protection: All motors whose voltage does not exceed 750 volts are to be provided with approved fuses 
of proper rating. Where the voltage exceeds 750 volts, protective devices are to be provided. In these cases it 
will be found desirable to install standard switching equipment. The installation of overload relays and no-voltage 
releases is recommended on all motors, not only as additional protection, but as a means of reducing the cost of 
refusing. 

Phase Reversal: Reverse phase relays and circuit breakers or equivalent devices are recommended on all 
polyphase installations to protect the installation in case of phase reversal or loss of one phase. 

2. 

3. 

F. Load t luctuation and Balance 

I 
I 
I 
I 

1. Interference with Service: The Company reserves the right to refuse to supply loads of a character that may 
seriously impair service to any other Customers. In the case of hoist or elevator motors, welding machines, 
furnaces and other installations of like character where the use of electricity is intermittent or subject to violent 
fluctuations, the Company may require the Customer to provide at the Customer's own expense suitable 
equipment to reasonably limit those fluctuations. 

The Company has the right to discontinue electric service to any Customer who continues to use appliances or 
other devices, equipment and apparati detrimental to the service after the Company notifies the Customer of his 
or her causing detriment to the service. 

Allowable instantaneous Starting Current Values: The instantaneous starting current (determined by tests or 
based on limits guaranteed by manufacturers) drawn from the line by any motor must not exceed a value (as 
determined by the Company) that may be deemed detrimental to the normal operation of the system. If the 
starting current of the motor exceeds that value, a starter must be used or other means employed to limit the 
current to the value specified. A reduced voltage starter may be required for polyphase motors. 

When three-phase service supplied under a power rate includes incidental lighting, the Customer will supply any 
necessary lighting transformers and arrange its lighting to give a substantially balanced three-phase load. 

2 .  

3. 

4. 

a 
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SECTION 9 

(continued) 
CHARACTER OF SERVICE - VOLTAGE, FREQUENCY AND PHASE 

G. Customer Responsibility for Equipment Used in Receiving Electric Energy 

No statement or requirement in these Rules and Regulations can be construed as the assumption of any liability by the 
Company for any wiring of electrical equipment or the operation of same, installed in, upon, or about the Customer's 
premises, nor will the Company be responsible for any loss or damage occasioned or caused by the negligence, want 
of proper care or wrongful act of the Customer, or any of the Customer's agents or employees or licenses on the part 
of the Customer in installing, maintaining, using, operating, or interfering with any such wiring, machinery or apparatus. 
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SECTION 10 
METER READING 

A. Company or Customer Meter Reading 

1. The Company may, at its discretion, allow for Customer reading of meters. 

2. It will be the responsibility of the Company to inform the Customer how to properly read his or her meter 

3. Where a Customer reads his or her own meter, the Company will read the Customer's meter at least once every 
six (6) months. 

4. Where the Company must read the meter every six (6) months. the Customer shall pay the trip charge as set forth 
in the TEP Statement of Charges for every read. 

5 .  The Company will provide the Customer with postage-paid cards or other methods to report the monthly reading 
to the Company. 

6. The Company will specify the timing requirements for the Customer to submit his or her monthly meter reading to 
conform to the Company's billing cycle. 

7 Meter readings will be scheduled for periods of not less than twenty-five (25) days or more than thirty-five (35) 
days In the event the Customer fails to submit a reading within this ten (10) day period, the Company may issue 
the Customer an estimated bill 

8.  In the event the Customer fails to submit monthly reads as designated above, the Company may estimate the 
usage for up to five (5) months. 

9. The Company and the Customer shall mutually agree on a method to submit meter reads 

10. Where the Customer is providing their own meter reads, the Customer is responsible for all applicable charges as 
calculated from the point the Company last read the Customer's meter. 

11. Meters will be read monthly on as close to the same day as practical. 
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SECTION 10 
METER READING 

(continued) 

B. Measuring of Service 

1. All energy sold to Customers and all energy consumed by the Company, except that sold according to fixed 
charge schedules, will be measured by commercially acceptable measuring devices owned and maintained by the 
Company. This Subsection will not apply where it is impractical to install meters, such as street lighting or security 
lighting, or where otherwise authorized by the Commission. 

2. When there is more than one meter at a location, the metering equipment will be so tagged or plainly marked as 
to indicate the circuit metered or metering equipment in accordance with Subsection 3.C.8. 

3. Meters which are not direct reading will have the multiplier plainly marked on the meter. 

4 .  All charts taken from recording meters will be marked with the date of the record, the meter number, Customer, 
and chart multiplier. 

5 .  Metering equipment will not be set "fast" or "slow" to compensate for supply transformer or line losses. 

C. Customer Requested Rereads 

1. The Company will, at the request of a Customer, reread that Customer's meter within ten (IO) business days after 
the request by the Customer. 

2, Any reread may be charged to the Customer at a rate set forth in the TEP Statement of Charges, if the original 
reading was not in error. 

3. When a reading is found to be in error, the Company will not charge the Customer for the reread 

D. Access to Customer Premises 

At all times, the Company will have the right of safe ingress to and egress from the Customer's premises at all 
reasonable hours for any purpose reasonably connected with the Company's property used in furnishing service and 
the exercise of any and all rights secured to it by law or these rules. 
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SECTION 10 
METER READING 

(continued) 
I 

E. Meter Testing and Maintenance Program 

1. The Company will replace any meter found to be damaged or associated with an inquiry into its accuracy, whether 
initiated by the Customer or Company, and which has been in service for more than sixteen (16) years. Replaced 
meters will be tested for accuracy and will be acceptable if found to have an error margin within plus or minus 
three percent (t 3%). 

2. The Company will file an annual report with the Commission summarizing the results of the meter maintenance 
and testing program for that year. At a minimum, the report should include the following data: 

a. 

b. 

Total number of meters tested at Company initiative or upon Customer request; and 

Number of meters tested which were outside the acceptable error allowance of i 3% 

F. Customer Requested Meter Tests 

The Company will test a meter upon Customer request and the Company will be authorired to charge the Customer for 
the meter test The charge for the meter test IS set forth in the TEP Statement of Charges However, if the meter is 
found to be in error by more than three percent (3%), then no meter testing fee will be charged to the Customer. 

G. Demands 

1. The Customer's demand may be measured by a demand meter, under all rate schedules involving billings based 
on demand, unless appropriate investigation or tests indicate that the Customer's demand will not be such as to 
require a demand meter for correct application of the rate schedule. In cases where billings under a rate schedule 
requiring determination of the Customer's demand must be made before a demand meter can be installed, such 
billings may be made on an estimated demand basis pending installation of the demand meter; provided, 
however, that billings made on the basis of estimated demands will be appropriately adjusted, if indicated to be 
greater or less than the actual demands recorded after the demand meter is installed. 

2. Demand meters may be installed at any metering location if the nature of the Customer's equipment and 
operation is such as to indicate that a demand meter is required for correct application of the rate schedule. 

3. All demands used for billing purposes will be recorded, or computed to the nearest whole kW 

I 
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SECTION 11 
BILLING AND COLLECTION 

A. Frequency and Estimated Bills 

1, The Company will bill monthly for services rendered. Meter readings will be scheduled for periods of not less than 
twenty-five (25) days or more than thirty-five (35) days. 

2 .  If the Company is unable to obtain the meter read on the scheduled meter read date, the Company will estimate 
the consumption for the billing period as set forth in the Company's Bill Estimation Methodologies Tariff. 

3 .  After the second consecutive month of estimating the Customer's bill, the Company will attempt to secure an 
accurate reading of the meter. 

4. Failure on the part of the Customer to comply with a reasonable request by the Company for access to its meter 
may lead to the discontinuance of service. 

5. Estimated bills will be issued only under the following conditions: 

a. 

b. 

Failure of a Customer who read his own meter to deliver his meter reading card to the Company, in 
accordance with the requirements of the Company billing cycle. 

Severe weather conditions, emergencies or work stoppages that prevent the Company from reading the 
meter. 

Circumstances that make it dangerous or impossible to read the meter, including locked gates, blocked 
meters, vicious or dangerous animals, or any force majeure condition as listed in Subsections E.E.4 and 
8.E.5. 

When an electronic meter reading is obtained, but the data cannot be transferred to a Customer Information 
System. 

A meter failure or malfunction with no reliable information retained by the meter. 

Meter tampering or energy diversion results in a lack of accurate metered consumption information 

In the event the Customer fails to submit the reading within the designated ten (IO) day meter reading 
window. 

In the event the Customer fails to submit monthly reads as designated above, the Company may estimate 
the usage for up to five (5 )  months. 

c. 

d. 

e. 

f. 

g. 

h. 

6. Each bill based on estimated usage will indicate that it is an estimated bill. 

7. Estimates due to equipment malfunctions may exceed one month if the malfunction could not be reasonably 
discovered andlor corrected before additional bills were estimated. 

8. A bill is not considered an estimated bill when the end read is based on an actual read. 
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(continued) 

B. Combining Meters, Minimum Bill Information 

1, Each meter at a Customer's premises will be considered separately for billing purposes, and the readings of two 
(2) or more meters will not be combined unless otherwise provided for in the Company's Rates. 

Each bill for residential service will contain the following minimum information: 2. 

a 

b. 

C 

d 

e. 

f. 

9. 
h. 

Date and meter reading at the start of billing period or number of days in the billing period; 

Date and meter reading at the end of the billing period; 

Billed usage and demand (if applicable); 

Rate schedule number; 

Company telephone number; 

Customer's name; 

Service account number; 

Amount due and due date; 

Past due amount; 

Adjustment clause costs, where applicable; 

All applicable taxes: and 

The address for the Arizona Corporation Commission. 

C. Billing Terms 

1. All bills for the Company's services are due and payable no later than ten (IO) days from the date the bill is 
rendered. Any payment not received within this time frame will be considered past due. 

2. For purposes of this rule, the date a bill is rendered may be evidenced by: 

a. 

b. 

The postmark date for bills sent via US.  Postal Service; or 

An Electronic Bill will be considered rendered at the time it is electronically sent to the Customer. 

3. All past due bills for the Company's services are due and payable within fifteen (15) days. Any payment not 
received within this time frame will be considered delinquent and will incur a late payment finance charge. 

1 
I 
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4. All delinquent bills for which payment has not been received within five (5) days will be subject to the provisions of 
the Company's termination procedures. 

5. All payments of current amounts may be made at or sent via US.  Postal Service to the office of the Company or 
to the Company's duly authorized representative. 

6. A bill will be rendered in a form prescribed by the Company. If the Customer requests a bill in a form other than 
the one prescribed by the Company, the Company in its sole discretion may consider such request and charge 
the Customer any associated costs. 

D. Applicable Rates, Time-of-Use Meters, Prepayment, Failure to Receive, Commencement Date, Taxes 

1. 

2. 

Each Customer will be billed under the applicable Rate indicated in the Customer's application for service 

For a Customer taking service under a TEP Time-of-Use ("TOU") rate, the Company may charge a fee based on 
the incremental cost of a TOU meter versus a non-TOU meter. 

3. 

4. 

Customers may pay for electrical service by making advance payments 

Failure to receive bills or notices which have been properly placed in the U.S. Postal Service or posted 
electronically will not prevent those bills from becoming delinquent nor relieve the Customer of his obligations 
therein. 

5. Charges for service commence when the service is installed and connection made, whether used or not. 

E. Billing and Meter Error Corrections 

1. If, after testing, any meter is found to be more than three percent (3%) in error, either fast or slow, proper 
correction between three percent (3%) and the amount of the error will be made to previous readings and 
adjusted bills will be rendered according to the following terms: 

a. For the period of three (3) months immediately preceding the removal of such meter from service for test or 
from the time the meter was in service since last tested, but not exceeding three (3) months since the meter 
will have been shown to be in error by such test. 

From the date the error occurred, if the date of the cause can be definitely fixed. b. 

2. No adjustment will be made by the Company except to the Customer last served by the meter tested 
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F. Responsibility for Payment of Bills 

1, The Customer is responsible for the payment of bills until service is ordered discontinued and the Company has 
had reasonable time to secure a final meter reading for those services involving energy usage, or if non-metered 
services are involved until the Company has had reasonable time to process the disconnect request. 

2.  When an error is found to exist in the billing rendered to the Customer, the Company may correct such an error to 
recover or refund the difference between the original billing and the correct billing. The TEP Bill Estimation 
Methodologies Tariff shall be applied when the Company cannot obtain a complete and valid meter read. 
Situations that result in an estimated meter read include inclement weather, lack of access to a Customer's meter, 
energy diversion, labor unavailability and equipment malfunction. 

3. Except as specified below, corrected charges for underbillings shall be limited to three (3) months for residential 
accounts and six (G)  months for non-residential accounts, 

a Where the account is billed on a special contract or non-metered rate, corrected charges for underbillings 
shall be billed in accordance with the contraLt or rate requirements and is not limited to three or SIX months 
as applicable 

Wherc service has been established but no bills have been rendered corrected charges for underbillings 
shall go back to the date service was established 

b 

c. Where there is evidence of meter tampering or energy diversion, corrected charges for underbillings shall go 
back to the date meter tampering or energy diversion began, as determined by the Company. 

Where lack of access to the meter (caused by the Customer) has resulted in estimated bills, corrected 
charges for underbillings shall go back to the billing month of the last Company obtained meter read date. 

d. 

G. Returned Payments 

1. The Company will be allowed to recover a fee, as set forth in the TEP Statement of Charges, for each instance 
where a Customer tenders payment for electric service with a payment returned unpaid. This fee will also apply 
when an electronic funds transfer ("EFT) is denied for any reason, 

2. When the Company is notified by the Customer's bank or other financial institution that a payment has been 
returned unpaid, or denied for any reason, the Company may require the Customer to make payment in cash, by 
money order, certified check, or other means which guarantee the Customer's payment to the Company. 
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(continued) 

3. A Customer who tenders a payment which is returned unpaid, regardless of the reason or method used to pay, 
will not be relieved of the obligation to render payment to the Company under the original terms of the bill nor 
defer the Company's provision for termination of service for nonpayment of bills. 

A Customer with two returned payments within a twelve (12) month period may be required to pay with 
guaranteed funds, (Le., cash, money order, or cashier's check) for any subsequent billing for twelve (12) months. 

4 .  

H. Budget Billing Plan 

1. 

2. 

The Company may, at its option, offer its Customers a budget billing plan. 

If the Company offers a budget billing plan, the Company will develop, upon Customer request, an estimate of the 
Customer's budget billing for a twelve-month period based upon: 

a. 

b. 

Customer's actual consumption history, which may be adjusted for abnormal conditions such as weather 
variations. 

For new Customers, the Company will estimate consumption based on the Customer's anticipated load 
requirements. 

The Company's Rate approved by the Commission applicable to that Customer's class of service c. 

The Company will provide the Customer a concise explanation of how the budget billing estimate was developed, 
the impact of budget billing on a Customer's monthly electric bill, and the Company's right to adjust the 
Customer's billing for any variation between the Company's estimated billing and actual billing. 

For those Customers being billed under a budget billing plan, the Company will show, at a minimum, the following 
information on the Customer's monthly bill: 

3. 

4.  

a. Actual consumption; 

b. 

c. 

d. 

Amount due for actual consumption; 

Budget billing amount due; and 

Accumulated variation in actual versus budget billing amount. 

5, The Company may adjust the Customer's budget billing in the event the Company's estimate of the Customer's 
usage andlor cost should vary significantly from the Customer's actual usage andlor cost. This review to adjust 
the amount of the budget billing may be initiated by the Company or Customer. 
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I. Deferred Payment Plan 

1. The Company may, prior to termination, offer to qualifying residential Customers a deferred payment plan for the 
Customer to retire unpaid bills for electric service. 

2. Each deferred payment agreement entered into by the Company and the Customer, due to the Customer's 
inability to pay an outstanding bill in full, will provide that service will not be discontinued if 

a. 

b. 

c. 

Customer agrees to pay a reasonable amount of the outstanding bill at the time the parties enter into the 
deferred payment agreement. 

Customer agrees to pay all future bills for electric service in accordance with the Company's Rates 

Customer agrees to pay a reasonable portion of the remaining outstanding balance in installments over a 
period not to exceed six (6) months. 

3 For the purpose of determining a reasonable installment payment schedule under these rules, the Company and 
the Customer will give consideration to the following conditions 

a. 

b. Customer's ability to pay; 

c. Customer's payment history; 

d, 

e. 

f. 

Any Customer who desires to enter into a deferred payment agreement must do so before the Company's 
scheduled termination date for nonpayment of bills. The Customer's failure to execute a deferred payment 
agreement prior to the scheduled service termination date will not prevent the Company from terminating service 
for nonpayment. 

Size of the delinquent account; 

Length ol time the debt has been outstanding; 

Circumstances which resulted in the debt being outstanding; and 

Any other relevant factors related to the circumstances of the Customer. 

4. 

5. Deferred payment agreements may be in writing and may be signed by the Customer and an authorized 
Company representative. 

6 .  A deferred payment agreement may include a finance charge in an amount equal to the Company's actual or 
average cost of providing such arrangements. 
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7 .  If a Customer has not fulfilled the terms of a deferred payment agreement, the Company has the right to 
disconnect service pursuant to the Company's Termination of Service Rules in Section 12 and, under these 
circumstances, it will not be required to offer subsequent negotiation of a deferred payment agreement prior to 
disconnection. 

J. Change of Occupancy 

1. The Customer must give the Company at least three (3) business days advance notice in writing or by telephone, 
to discontinue service or to change occupancy. 

2 .  The outgoing Customer will be responsible for all electric services provided and/or consumed up to the scheduled 
turn-off date. 

3 .  The outgoing Customer is responsible for providing access to the meter so that the Company may obtain a final 
meter reading. If access is unavailable, the outgoing Customer will be responsible for the services consumed until 
such time as access is provided and services can be turned-off. 

K. Electronic Billing 

1. Electronic Billing is an optional billing service whereby Customers may elect to receive, view and pay their bills 
electronically. The Company may modify its Electronic Billing services from time to time. A Customer electing an 
electronic billing service may receive an electronic bill in lieu of a paper bill. 

2. Customers electing an electronic billing service may be required to complete additional forms and agreements. 

3. Electronic Billing may be discontinued at any time by Company or the Customer. 

4. An Electronic Bill will be considered rendered at the time it is electronically sent to the Customer. Failure to 
receive bills or notices that have been properly sent by an Electronic Billing system does not prevent these bills 
from becoming delinquent and does not relieve the Customer of the Customer's obligations therein. 

5. Any notices that the Company is required to send to the Customer who has elected an Electronic Billing service 
may be sent by electronic means at the option of the Company. 

6. Except as otherwise provided in this subsection, all other provisions of the Company's Rules and Regulations and 
other applicable Rates are applicable to Electronic Billing. 
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SECTION 11 
BILLING AND COLLECTION 

(continued) 

7. The Customer must provide the Company with a current email address for electronic bill delivery. If the 
electronic bill is electronically sent to the Customer at the email address that the Customer provided to the 
Company, then the Electronic Bill will be considered properly sent. Further, the Customer will be responsible 
for updating the Company with any changes to this email address. Failure to do so will not excuse the 
Customer from timely paying the Company for electric service. 

Collections 

1, 

2. 

All unpaid closed accounts may be referred to a collection agency for collections 

If a collection agency referral is warranted for collection of unpaid final bills, Customer will be responsible for 
associated collection agency fees incurred. If the unpaid bill is referred to a credit bureau, the Company will not 
be held responsible to notify the Credit Bureau of any payment status. 

Refunds 

Customers will not be eligible for refunds, rebates or other Company program payments if the Customer has a 
delinquent Company balance 

Refund of Credit Balance Following Discontinuance of Service 

Upon discontinuance of service, the Company shall refund the Customer any credit balance remaining on the account 
in excess of $5.00. Any credit balance remaining on the account that is less than $5.00, shall be donated to a low- 
income assistance program to be determined by the Company, unless the Customer requests that such amount be 
refunded. 

I 
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SECTION 12 
TERMINATION OF SERVICE 

A. Termination of Service Without Notice 

1 ,  Electric service may be disconnected without advance written notice under the following conditions: 

a. 

b. 

c. 

d. 

The existence of an obvious safety or health hazard to the consumer, the general population or the 
Company's personnel or facilities; 

The Company has evidence of meter tampering or fraud; or 

The Company has evidence of unauthorized resale or use of electric service; or 

Customer makes payment to avoidlstop disconnection for non-payment with a dishonored or fraudulent 
payment. The Company will not be required to restore service until the repayment of those funds and all 
other delinquent amounts are paid by cash, money order, cashier's check, certified funds or verified 
electronic payment; or 

Customer makes payment to reconnect service with a dishonored or fraudulent payment. The Company will 
not be required to restore service until the repayment of those funds and all other delinquent amounts are 
paid by cash, money order, cashier's check, certified funds or verified electronic payment; or 

Failure of a Customer to comply with the curtailment procedures imposed by the Company during supply 
shortages. 

e. 

f. 

2. The Company will not be required to restore service until the conditions that led to the termination have been 
corrected to the satisfaction of the Company. 

The Company will maintain a record of all terminations of service without notice for a minimum of one (1) year and 
will be available for inspection by the Commission. 

3. 

B. Termination of Service With Notice 

1. The Company may disconnect service to any Customer for any reason stated below provided that the Company 
has met the notice requirements described in Subsection 12.D. below: 

a. 

b. 

c. 

d. 

e. 

f. 

Customer violation of any of the Company's Rates; 

Failure of the Customer to pay a delinquent bill for electric service; 

Failure of a prior Customer to pay a delinquent bill for electric service where the prior Customer continues to 
reside on the premise; 

Failure of the Customer to meet agreed-upon deferred payment arrangements; 

Failure to meet or maintain the Company's deposit requirements; 

Failure of the Customer to provide the Company reasonable safe access to its equipment and property; 
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(continued) 

g. Returned or invalid payments; 

h. 

i. 

j. 
k. 

Customer breach of a written contract for service between the Company and Customer; 

When necessary for the Company to comply with an order of any governmental agency having such 
jurisdiction; 

When a hazard exists that is not imminent, but in the Company's opinion, may cause property damage; 

Customer facilities that do not comply with Company requirements or specifications; 

I. Failure to provide or retain rights-of-way or easements necessary to serve the Customer; or 

m. The Company learns of the existence of any condition in Section 3.D., Grounds for Refusal of Service. 

2. The Company will maintain a record of all terminations of service with notice for one (I) year and be available foi 
CornmiSSiO!! i"spec!ioc. 

C. The Company will not be obligated to re-notify the Customer of the termination of service, even if the Customer - after I 
i 

receiving the required termination of service notification - has made payment, yet the payment is returned within three 
(3) to five (5) business days of receipt for any reason. The original notification will apply. 

D. Termination Notice Requirements 

1, The Company will not terminate service to any of its Customers without providing advance written notice to the 
Customer of the Company's intent to disconnect service, except under those conditions specified in Subsection 
12.A. where advance written notice is not required. 

This advance written notice will contain, at a minimum, the following information: 2. 

I 
I 

a. 

b. 

The name of the person whose service is to be terminated and the address where service is being rendered. 

The company's Rate that was violated and explanation of the violation or the amount of the bill that the 
Customer has failed to pay in accordance with the payment policy of the Company, if applicable. 

The date on or after which service may be terminated. 

A statement advising the Customer to contact the Company at a specific phone number for information 
regarding any deferred payment or other procedures that the Company may offer or to work out some other 
mutually agreeable solution to avoid termination of the Customer's service. 

c. 

d. 
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e. A statement advising the Customer the Company's stated reason(s) for the termination of services may be 
disputed by contacting the Company at a specific address or phone number, advising the Company of the 
dispute and making arrangements to discuss the cause for termination with a responsible employee of the 
Company in advance of the scheduled date of termination. The responsible employee will be empowered to 
resolve the dispute and the Company will retain the option to terminate service after affording this opportunity 
for a meeting and concluding that the reasons for termination is just and advising the Customer of his right to 
file a complaint with the Commission. 

3. Where applicable, a copy of the termination notice will be simultaneously forwarded to designated third parties. 

E. Timing of Terminations With Notice 

1. The Company will give at least a five (5) day advance written notice prior to the termination date. 

2. This notice will be considered to be given to the Customer when a copy of the notice is left with the Customer or 
posted first class via the US.  Postal Service, addressed to the Customer's last known address. 

If, after the period of time allowed by the notice has elapsed and the delinquent account has not been paid nor 
arrangements made with the Company for payment of the bill - or in the case of a violation of the Company's 
rules the Customer has not satisfied the Company that this violation has ceased - then the Company may 
terminate service on or after the day specified in the notice without giving further notice. 

3. 

4. The Company will have the right (but not the obligation) to remove any or all of its property installed on the 
Customer's premises upon the termination of service. Upon the termination of service the Company may, without 
liability for injury or damage, dismantle and remove its line extension facilities within two (2) years after termination 
of service. The Company will give the Customer thirty (30) days written notice before removing its facilities should 
the Company decide to do so, or else waive any reestablishment charge within the next one (1) year for the same 
service to the same Customer at the same location. 

F. LandlordKenant Rule 

1. In situations where service is rendered at an address different from the mailing address of the bill or where the 
Company knows that a landlordltenant relationship exists and the landlord is the Customer of the Company, and 
where the landlord as a Customer would otherwise be subject to disconnection of service, the Company may not 
disconnect service until the following actions have been taken: 

a. Where it is feasible to so provide service, the Company, after providing notice as required in these rules, will 
offer the occupant the opportunity to subscribe for service in his or her own name. If the occupant then 
declines to so subscribe, the Company may disconnect service pursuant to the rules. 

The Company will not attempt to recover from a tenant or condition service to a tenant, upon the prepayment 
of any outstanding bills or other charges due upon the outstanding account of the landlord. 

b. 
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SECTION 13 
RECONNECTION OF SERVICE 

When service has been discontinued for any of the reasons set forth in these Rules and Regulations, the Company will not be 
required to restore service until the following conditions have been met by the Customer: 

A. Where service was discontinued without notice: 

1. The hazardous condition must be removed and the installation will conform to accepted standards. 

2. All bills for service andlor applicable investigative costs due the Company by reason of fraudulent or unauthorized 
use, diversion or tampering must be paid and a deposit to guarantee the payment of future bills may be required. 

3. Required arrangements for service must be made. 

B. Where service was discontinued with notice: 

1. The Customer must make arrangements for the payment of all bills and these arrangements must be satisfactory 
to the Company. 

2 .  The Customer must furnish a satisfactory guarantee to pay all future bills 

The Customer must correct any and all violations of these Rules and Regulations 
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SECTION 14 
ADMINISTRATIVE AND HEARING REQUIREMENTS 

A. Customer Service Complaints 

1, The Company will make a full and prompt investigation of all service complaints made by its Customers, either 
directly or through the Commission. 

The Company will respond to the complainant andlor the Commission representative within five (5) business days 
as to the status of the Company’s investigation. 

2. 

3, The Company will notify the complainant andlor the Commission representative of the final disposition of each 
complaint. Upon request of the cornplainant or the Commission representative, the Company will report the 
findings of its investigation in writing. 

4.  The Company will inform the Customer of his right of appeal to the Commission. 

5. The Company will keep a record of all written service complaints received that must contain, at a minimum, the 
following data: 

a 

b 

c. 

d 

Name and address of complainant; 

Date and nature of the complaint, 

Disposition of the complaint, and 

A copy of any correspondence between the Company, the Customer, andlor the Commission. 

6 .  This record will be maintained for a minimum period of one (I) year and will be available for inspection by the 
Commission. 

B. Customer Bill Disputes 

1. Any utility Customer who disputes a portion of a bill rendered for electric service must pay the undisputed portion 
of the bill and notify the Company’s designated representative that any unpaid amount is in dispute prior to the 
delinquent date of the bill. 
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2.  Upon receipt of the Customer notice of dispute, the Company will: 

a. 

b. 

c. 

d. 

e. 

Notify the Customer within five (5) business days of the receipt of a written dispute notice 

Initiate a prompt investigation as to the source of the dispute. 

Withhold disconnection of service until the investigation is completed and the Customer is informed of the 
results. 

Upon request of the Customer, the Company will report the results of the investigation in writing 

Inform the Customer of his right of appeal to the Commission. 

3. Once the Customer has reccived the results of the Company's investigation, the Customer will submit payment 
within five (5) business days to the Company for any disputed amounts. Failure to make full payment may be 
grounds for termination of service. 

4. The Company will inform the Customer of his right of appeal to the Commission. 

C. Commission resolution of service and bill disputes 

1. In the event the Customer and the Company cannot resolve a service or bill dispiute the Customer must file a 
written statement of dissatisfaction with the Commission; by submitting this statement to the Commission, the 
Customer will be deemed to have filed an informal complaint against the Company. 

2. Within 30 days of the receipt of a written statement of Customer dissatisfaction related to a service or bill dispute, 
a designated representative of the Commission will endeavor to resolve the dispute by correspondence or 
telephone with the Company and the Customer. If resolution of the dispute is not achieved within 20 days of the 
Commission representative's initial effort, the Commission will hold an informal meeting to arbitrate the resolution 
of the dispute. This informal meeting will be governed by the following rules: 

a. 

b. 

c. 

d. 

Each party may be represented by legal counsel, if desired. 

All informal meetings may be recorded or held in the presence of a stenographer. 

All parties will have the opportunity to present written or oral evidentiary material to support the positions of 
the individual parties. 

All parties and the Commission's representative will be given the opportunity to cross-examine the various 
parties. 
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e. The Commission's representative will render a written decision to all parties within five business days after 
the date of the informal meeting. This written decision of the arbitrator is not binding on any of the parties 
and the parties may still make a formal complaint to the Cornmission. 

3. The Company may implement its termination procedures if the Customer fails to pay all bills rendered during the 
resolution of the dispute by the Cornmission. 

The Company will maintain a record of written statements of dissatisfaction and their resolution for a minimum of 
one (1) year and make these records available for Commission inspection. 

4. 
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SECTION 15 
TEMPORARY SERVICE OR CYCLICAL USAGE 

A. For electric service of a temporary nature [less than two (2) years], line extension charges may apply as set forth in the 
TEP Statement of Charges, in addition to the regular charges for service which will be billed under the applicable rate 
schedule. Emergency, supplementary, breakdown or other standby service is not considered temporary and is subject 
to the provisions of Section 16. Permanent or semi-permanent businesses whose characteristics of operation result in 
infrequent cyclical usage of energy (e.g., asphalt batch plants, lettuce cooling plants) will require separate contracts 
with the Company to assure full recovery of the Company's annual ownership cost on the total facilities installed to 
provide service to the Applicant. 
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A. 

SECTION 16 
STANDBY SERVICE 

Emergency, breakdown, supplementary or other standby service will be supplied by the Company at its option only 
under special contracts specifying the rates, terms and conditions governing such service. 
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SECTION 17 
POWER FACTOR 

A. The Company may require the Customer by written notice to either maintain a specified minimum lagging power factor 
or the Company may after thirty (30) days install power factor corrective equipment and bill the Customer for the total 
costs of this equipment and installation. 

B. In the case of apparatus and devices having low power factor, now in service, which may hereafter be replaced, and all 
similar equipment hereafter installed or replaced, served under general commercial schedules, the Company may 
require the Customer to provide, at the Customer's own expense, power factor corrective equipment to increase the 
power factor of any such devices to not less than ninety (90) percent. 

C .  If the Customer installs and owns the capacitors needed to supply his reactive power requirements, then the Customer 
must equip them with suitable disconnecting switches, so installed that the capacitors will be disconnected from the 
Company's lines whenever the Customer's load is disconnected from the Company's facilities. 

D. Gaseous tube installations totaling more than one thousand (1,000) volt-amperes must be equipped with capacitors of 
sufficient rating to maintain a minimum of ninety percent (9noh) lagging pnwer fador. 

E. Company installation and removal of metering equipment to measure power factor will be at the discretion of the 
Company. 

Filed By: Kentton C. Grant Effective: Pending 
Title: Vice President of Finance and Rates Decision No. 
District: Entire Electric Service Area Rules and Regulations 



EXHIBIT 

LLS-2 



Original Sheer No.. goo 
Supersedina: I 

SECTION 

1 

2 

3 

4 

5 
6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

TABLE OF CONTENTS 

APPLICABILITY OF RULES AND REGULATIONS AND DESCRIPTION OF SERVICE 

DEFINITIONS 

ESTABLISHMENT OF SERVICE 

MINIMUM CUSTOMER INFORMATION REQUIREMENTS 

MASTER METERING 

SERVICE LINES AND ESTABLISHMENTS 

LINE EXTENSIONS 

PROVISION OF SERVICE 

CHARACTER OF SERVICE - VOLTAGE, FREQUENCY AND PHASE 

METER READING 

BILLING AND COLLECTION 

TERMINATION OF SERVICE 

RECONNECTION OF SERVICE 

ADMINISTRATIVE AND HEARING REQUIREMENTS 

TEMPORARY SERVICE OR CYCLICAL USAGE 

STANDBY S ERVlCE 

POWER FACTOR 

STATEMENT OF ADDiFIONAL Ci IAFIGES 



1 
Oriqiiial Sheet No,: 900 
Sugersedina. 

A. 

1 

B. 

C. 

~ D. 

E. 

F. 

G 

H. 

I 

SECTION 1 
APPLICABILITY OF RULES AND REGULATIONS AND DESCRIPTLON OF SERVICE 

Tucson Electric Power Company ("Company") is an electric utility operating within portions of the state of Arizona. The 
Company will provide service to any person, institution or business located within its service area in accordance with the 
provisions of its Pwiw@k~ms and the terms and conditions of these Rules and Regulations. 

All electricity delivered to any Customer is for the sole use of that Customer on that Customer's premises only. Electricity 
delivered by the Company will not be redelivered or resold, or the use thereof by others permitted unless otherwise 
expressly agreed to in writing by the Company. However, those Customers purchasing electricity for redistribution to the 
Customer's own tenants (only on the Customer's premises) may separately meter each tenant distribution point for the 
purpose of prorating the Customer's actual purchase price of electricity delivered among the various tenants on a per unit 
basis. 

These Rules and Regulations will apply to all electric service furnished by the Company to its Customers 

Thcse Rules and Regulations are part of the Company's LYv ii?$i%Qs on file with, and duly approved by, the Arizona 
Corporation Commission These Rules and Regulations will remdin in effect until modified, amended, or deleted by order of 
the ACC No employee agent or representative of the Company is authorized to modify the Company Rules 

These Rules and Regulations will be applied uniformly to all similarly situated Customers. 

In case of any conflict between these Rules and Regulations and the ACC's rules, these Rules and Regulations will apply. 

Whenever the Company and an Applicant or a Customer are unable to agree on the terms and conditions under which the 
Applicant or Customer is to be served, or are unable to agree on the proper interpretation of these Rules and Regulations, 
either party may request assistance from the Consumer Services Section of the Utilities Division of the ACC. The Applicant 
or Customer also has the option to file an application with the ACC for a proper order, after notice and hearing. 

The Company's supplying electric service to the Customer and the acceptance thereof by the Customer will be deemed to 
constitute an agreement by and between the Company and the Customer for delivery, acceptance of and payment for 
electric service under the Company's Rules and Regulations and applicable &kq%~ms. 
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SECTION 2 
DEFINITIONS 

A. In these Rules and Regulations, the following definitions will apply unless the context requires otherwise: 

1. 

2. 

3. 

4. 

5. 

6 .  

7 .  

Applicant: A person requesting the Company to supply electric service 

Application: A request to the Company for electric service, as distinguished from an inquiry as to the availability or 
charges for this service. 

Arizona Corporation Commission ("ACC" or "Commission"): The regulatory authority of the State of Arizona 
having jurisdiction over public service corporations operating in Arizona hereinafter referred to as the 
"Commission." 

Billing Month: The period between any two regular readings of the Company's meters at approximately thirty (30) 
day intervals. 

Billing Period: The time interval between two consecutive meter readings taken for billing purposes. 

Company: Tucson Electric Power Company acting through its duly authorized officers or employees within the 
scope of their respective duties. 

Competitive Services: All aspects of retail service except those services specifically defined as "Non-competitive 
Services" pursuant to R14-2-1601(27) of the ACC-approved Competition Rules, or noncompetitive services as 
defined by the Federal Energy Regulatory Commission. 

Connected Load: The sum of the power rating of the Customer's electrical apparatus connected to the - 8. 
Company's system. 

8.9. Contiquous Site: A siiiqle site not scmrated by private or public praocrtv, or pliblic sircet, or riqht of way and 
opcrated as one intcqral unit undc: the same name and as a part of the Same hiisirress. 

10. Contributions in Aid of Construction ("Contribution"): Funds provided to the Company by the Applicant under the 
terms of a line extension agreement andlor service connection Pricing-Pkanm, the value of which is not 
refundable. 

i 

11. Customer: The cnd user of electricit.& and/or the person(s) or entity(ies) in whose name service is rendered, as 
evidenced by the request for electric service by the Applicant(s), or by the receipt andlor payment of bills regularly 
issued in his name regardless of the identity of the actual user of the service. 

I 

12. Customer Charge: The amount the Customer must pay the Company for the availability of electric service, 
excluding any electricity used, as specified in the Company's PrimgPkn&s. I 

13. Day. Calendar Day 

Filed By: ~ ~ ~ K ~ ! n ~ ~ o n  .17 I , C. Grant TaFtf#bEifective: w 
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SECTION 2 
DEFINITIONS 

(continued) 

14. Demand: The rate at which power is delivered during any specified period of time. Demand may be expressed in 
kilowatts, kilovolt-amperes, or other suitable units. 

15. Disabled: A person with a physical or mental condition which substantially contributes to the person's inability to 
manage his or her own resources, carry out daily living activities, or protect oneself from neglect or hazardous 
situations without assistance from others. 

16. Distribution Lines: The company's lines operated at distribution voltage, which are constructed along public 
roadways or other bona fide rights-of-way, including easements on Customer's property. 

I =Elderly: A person who is 65 years of age or older. 

1 i ,I 8. Fleciionic Billinq. Oplional biilinq sgy&e whc:oby Cu,itoirrors rnav (Jcci torcr:~j!~~k?k?~v_;mcl pay iiieir Iiills 
-_ o1i:ctrooically. 
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Superiedinq: i 
2&24.L ine Extension: The lines and equipment necessary to extend the electric distribution system of the 

Company to provide service to additional Customers. 
1 

&B-Long-Term Rental Mobile Home Park: A park which is finish-graded and has permanently paved roadways, 
sewer and water connections, and which provides rental spaces to permanent and semi-permanent occupants of 
mobile homes which are owned either by the occupant or by other persons. 

I 

a L M a s t e r  Meter: A meter for measuring or recording the flow of electricity at a single location before 
distribution to tenants or occupants for their individual usage. 

I 

I S L M e g a w a t t  ("MW"): Unit of power equal to 1,000,000 watts. 

a 2 8 , M e t e r :  The instrument and any associated equipment used for measuring, indicating or recording the flow of 
electricity that has passed through it. 
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SECTION 2 
DEFINITIONS 

(continued) 

31-29. Meter Tampering: A situation in which a meter has been illegally altered, including, but not limited to: meter 
bypassing; use of magnets to slow the meter recording; and broken meter seals. 

%%Minimum Charge: The amount the Customer must pay for the availability of electric service, including an 
amount of usage, as specified in the Company's P f w y & m ~ s .  

S L M o n t h :  The period between any two (2) regular readings of the Company's meters at approximately thirty 
(30) day intervals. 

3432. On-site Generation: Any and all power production generated on or adjacent to a Customer's property that is 
controlled, utilized, sold, or consumed by said Customer or its agent. 

%,?3-l-Pad Mounted Elbow Siwitcliycar Cabiiiet -("PME Saiichqear Catiiiic!''): A 3-phase pad mounted switchgear 
used within an underground distribution system. 

36 L P e r m a n e n t  Customer A Customer who is a tenant or owner of a service location who applies for and 
receives permanent clcctric service 

37 3 3 P e r m a n e n t  Service Service which, in the opinion of the Company, is of a permanent and established 
character The use of electricity may be continuous, intcrmittent. or seasonal in nature 

30 ?fr__Person Any individual, partnership, firm, corporation, governmental agency, or other organization operating 
as a single entity 

X I L P o i n t  of Delivery: In all cases, unless otherwise specified, "point of delivery" is the location on the 
Customer's building, structure, or premises where all wires, conductors, or other current-carrying devices of the 
Customer join or connect with wires, conductors, or other current-carrying devices of the Company. ihe 

accordaricc and based on the specific cicsiqn spccrficatiuns, relevant and appropiiali! technical wi%--i& standards 
and specifications, rate schedules and construction standards as applkabie to the specific situationwAeyewA 
imm--limero time. Location and t w c  of metering facilities will be determined by the Company and may or may not 
be at the same location as the point of delivery. 

Company will dcterininc thc Wa/-ioit(ikhp . point of delivery ~~~.~~ . . 4 f w 3 - R i ~ ~  

K k L P o w e r :  The rate of generating, transferring andlor using electric energy, usually expressed in kilowatts 

4 3 - 3  Power Factor: The ratio of real or active power ("kW") to apparent or reactive power ("kVA'?. 

42,40. Premises: All of the real property and apparatus employed in a single enterprise on an integral parcel of land 
undivided by public streets, alleys or railways. 
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K L P r i m a r y  Service and Metering: Service supplied directly from the Company's high voltage distribution or 
transmission lines without prior transformation to a secondary level. 

42. Rates: The charqe(sj, relatecl term(sj &i:onditions of the Company's tariffs. 

&%Residential Subdivision Development: Any tract of land which has been divided into six or more contiguous 
lots with an average size of one acre or less for use for the construction of residential buildings or permanent 
mobile homes for either single or multiple occupancy. 

4 6 - L R e s i d e n t i a l  Use: Service to Customers using electricity for domestic purposes such as space heating, air 
conditioning, water heating, cooking, clothes drying, and other residential uses, including use in apartment 
buildings, mobile home parks, and other multi-unit residential buildings. 

W l R u l e s  and Regulations or Company Rules: These Rules and Regulations that are part of the Company's 
Tariffs and F % W F @ ~ M ~ S .  

4 & L S e c o n d a r y  Service: Service supplied at secondary voltage levels from the load side of step-down 
transformers connected to the Conpafly's high voltage distribution lines. 

4gq7.Serv ice Area: The territory in which the Company has been granted a certificate of convenience and 
necessity and is authorized by the Commission to provide electric service. 

5 f L L S e r v i c e  Classifications: Service classifications will be those provided by the filed rate schedules. 

5 1 . c S e r v i c e  Drop: The overhead service conductors from the last Company-owned pole or other aerial support 
to and including the splices, if any, connecting to the Customer's service entrance conductors at a building or 
other structure. 

52 L S e r v i c e  Establishment Charge The charge as specified in the Company's Piictrtq P l a n m s  whlch covers 
the cost of establishing a new account 

5 g L S e r v i c e  Lateral: The underground service conductors between the street main, including any risers at a pole 
or other structure or from transformers, and the first point of connection to the Customer's service entrance 
conductors in a terminal box or meter or other enclosure with adequate space, inside or outside the building wall. 
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5 & K S e r v i c e  Line: The last line extending from a distribution line or transformer to the Customer's premises or 
point of delivery. 

i 

S 5 3 , S e r v i c e  Point: Unless otherwise stated, all references to "service point" in this agreement will refer to an 
installed service, identified by a Universal Node Identifier ("UNI"). 

I 

i 
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SECTION 2 
DEFINITIONS 

(continued) 

S L S e r v i c e  Reconnection Charge: The charge as specified in the Company's F%wgRa&!?s which must be 
paid by the Customer prior to reestablishment of electric service each time the electricity is disconnected for 
nonpayment or whenever service is otherwise discontinued for failure to comply with the Company's Pwwj 
Wms or Rules and Regulations. 

-5J.55. Service Reestablishment Charge: A charge as specified in the Company's Rwr+%a&s for service at 
the same location where the same Customer had ordered a service disconnection within the preceding twelve- 
month period. 

g 5 5 , S i n g l e  Family Dwelling: A house, apartment, or a mobile home permanently affixed to a lot, or any other 
permanent residential unit which is used as a permanent home. 

%57, Single-phase Service: Three (3) wire service (usually 120/240 volts). 

I .  

. .  . .  . .  
6;8,,58,Tariffs: ~~ ,I .  I .  

l M 4 4 6 Q k . 4 h -  I , .  :* -ew&&Thc terms a& 
conditions of the scrviccs offered by the Compai?y, includinq a schedule of the ratcs rind charqcs for thosc? 
services. 

&&59. Temporary Service: Service to premises or enterprises which are temporary in character, or where it is 
known in advance that the service will be of limited duration. Service which, in the opinion of the Company, is for 
operations of a speculative character is also considered temporary service. 

6 3 . L T h r e e - P h a s e  Service: Four (4) wire service (usually 120/208 volts). 

GI,  Trip Charqe: Chnrqes set forth in TEP's Statement of Charqes for services such as Service Establishmentand 
Rccsta~l i~t inici?~ durinq reyular business hours, Soccial Mctcr Rcadina fee, Meter Re-Read fee arid Door 
Hanqinrl fee. 

N L U n i v e r s a l  Node Identifier ("UNI"): A unique, permanent identification number assigned to each service point 
of delivery. 
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SECTION 3 
ESTABLISHMENT OF SERVICE 

A. Information from New Applicants 

1. The Company obtain the following minimum information from each new application for service: 

a. 

b. 

c. 

d. 

Name or names of Applicant(s); 

Service address or location and telephone number; 

Billing address and telephone number, if different than service address; 

Social security number or Driver's License number and date of birth to be consistent with verifiable 
information on legal identification; 

Address where service was provided previously; 

Date Applicant will be ready for service; 

Whether premises had been supplied with electric service previously; 

Purpose for which service is to be used; 

Whether Applicant is owner or tenant of, or agent for the premises; 

Information concerning the energy and demand requirements of the Customer; and 

Type and kind of life-support equipment, if any, used by the Customer. 

e. 

f. 

g. 
h. 

i. 

j. 

k. 

2 The supplying of electric service by the Company and the acceptance of that electric service by the Customer will 
be deemed to constitute an agreement by and between the Company and the Customer for delivery, acceptance 
of and payment for electric service under the company's applicable F.iCt++%~&s and Rules and 
Regulations 

I 

3 .  The term of any agreement not otherwise specified will become operative on the day the Customer's installation is 
connected to the Company's facilities for the purpose of taking electric energy. 

4. The Company may require a written contract with special guarantees from Applicants whose unusual 
characteristics of load or location would require excessive investment in facilities or whose requirements for 
service are of a special nature. 

5 .  Signed contracts may be required for service to commercial and industrial establishments. Neither these 
contracts, nor any modifications to these contracts, will be binding upon the Company until executed by a duly 
authorized representative of the Company. 

___ 6. Where service is rendered to two (2) or more Customers whose names appear on the bill, as evidenced on the 
bill, the Company will have the right to collect the full amount owed it from any one of the Customers. 

I 
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SECTION 3 
ESTABLISHMENT OF SERVICE 

(continued) 

i 6-7. in;he.re a person has benefitted from the enerqy su~piied to the premise, but is riot the Applicant Gr thc Customer, 
they shall also be jointly and several~@Ie for the bills rendered to the premise, 

B. Deposits 

1 The Company may require from any present or prospective Customer a deposit to guarantee payment of all bills. 
This deposit may be retained by the Company until service is discontinued and all bills have been paid, except as 
provided in Subsection 3.B.3 below. Upon proper application by the Customer, the Company will then return said 
deposit, together with any unpaid interest accrued thereon from the date of commencement of service or the date 
of making the deposit, whichever is later. The Company will be entitled to apply said deposit together with any 
unpaid interest accru~d Iherenn, tn any indehtedness fnr the same class of service owed to the Company for 
electric service furnished to the Customer making the deposit. When said deposit has been applied to any such 
indebtedness, the Customer's electric service may be discontinued until all such indebtedness of the Customer is 
paid and a like deposit is again made with the Company by the Customer. No interest will accrue on any deposit 
after discontinuance of the service to which the deposit relates. 

The Company will not require a deposit from a new Applicant for residential service if the Applicant is able to meet 
any of the following requirements: 

a. The Applicant has had service of a comparable nature with the Company at another service 
location within the past two (2) years and was not delinquent in payment during the last twelve 
(7 2) consecutive months of service or was not disconnected for nonpayment; or 

The Applicant can produce a letter ofixg&qcredit v w k & w f r o m  an electric utility where 
service of a comparable nature was last received which states that the Applicant has had a 
timely payment history at time of service discontinuation: or 

Instead of a deposit, the Company receives deposit guarantee notification from a social or 
governmental agency acceptable to the Company. A surety bond may be provided as 
security for the Company in an amount equal to the required deposit. 

b. 

c. 

L T h e  Company may issue a non-assignable, non-negotiable receipt to the Applicant for the deposit. The inability of 
the Customer to produce his or her receipt will in no way impair the Customer's right to receive a refund of the 
deposit that is reflected on the Company records. 

I 
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SECTION 3 
ESTABLISHMENT OF SERVICE 

(continued) 

& L C a s h  deposits held by the Company twelve (12) months or longer will earn interest at the established one-year 
Treasury constant maturities rate, effective on the first business day of each year, as published on the Federal 
Reserve website. 

a. Residential Customers - Deposits or other instruments of credit will automatically expire or be refunded or 
credited to the Customer's account, after twelve (12) consecutive months of sewice during which time the 
Customer has not been delinquent more than two (2) times in a twelve-month period. 

All Customers - Upon final discontinuance of the use of the service and full settlement of all bills by the 
Customer, any deposit, not previously refunded, with accrued interest, if any, in accordance with the 
provisions of these Rules and Regulations will be returned to the Customer or, at the Company election, it 
may be applied to the payment of any unpaid accounts of the Customer and the balance, if any, returned to 
the Customer. 

b. 

?,i?_-The Company may require a Customer to establish or reestablish a deposit if the Customer became delinquent in 
the payment of three (3) or more bills within a twclve (12) consecutivc month period, or has been disconnected 
from service during the last twelve (12) months, :if tlici Coinpany t i a i  D reasonable bclief i l lat the Customer is not 
credit ivortliy. 

4 L T h c  Company may review the Customer's usage after service has been connected and adjust the deposit amount 
based upon the Customer's actual usage 

')&_A separate deposit may be required for each meter installed 

G.i_Residential Customer deposits will not exceed two (2) times that Customer's estimated average monthly bill. Non- 
residential Customer deposits will not exceed two and one-half (2.5) times that Customer's maximum estimated 
monthly bill. If actual usage history is available, then that usage, adjusted for normal weather, will be the basis for 
the estimate. 

&&The posting of a deposit will not preclude the Company from terminating service when the termination is due to 
the Customer's failure to perform any obligation under the agreement for service or any of these Rules and 
Regulations. 

Conditions for Supplying Service 

The Company reserves the right to determine the conditions under which service will be provided. Conditions for 
service and extending service to the Customer will be based upon the following: 

I 
I 
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SECTION 3 
ESTABLISHMENT OF SERVICE 

(continued) 

1. Customer has wired his premises in accordance with the National Electric Code, City, County andlor State codes, 
whichever are applicable. 

2 .  i f  the Company cieteniiries that there is a reasonable basis to belic\~c that the Custoiner’s premise poses a safety 
risk to Cornpanv employees, then the Company may. at its option, iristall a meter or facilities i;dilh remote connect 
and/or disconnect capabilities. 

3. Customer has installed the meter loop in a suitable location approved by the Company. 

4. In the case of a mobile home, the meter loop must be attached to a meter pole or to an approved support 

5 .  In case of temporary construction service, the meter loop must be attached to an approved support. 

6. All meter loop installations must be in accordance with the Company’s specifications and located at an outdoor 
location accessible to the Company. 

7. Individual Customers may be required to have their property corner pins andlor markers installed to establish 
proper right-of-way locations. 

8.  Developers must have all property corner pins andlor markers installed necessary to establish proper locations to 
supply electric service to individual lots within subdivisions. 

9. Where the installation requires more than one meter for service to the premises, each meter panel must be 
permanently marked (not painted) by the contractor or Customer to properly identify the portion of the premises 
being served. 

IO. The identification will be the same as the apartment, office, etc., served by that meter socket. The identifying 
marking placed on each meter panel will be impressed into or raised from a tab of aluminum, brass or other 
approved non-ferrous metal with minimum one-fourth (1l4) inch-high letters. This tag must be riveted to the meter 
panel. The impression must be deep enough to prevent the identification(s) from being obscured by subsequent 
painting of the building and attached service equipment. 

11,The Company may require the assistance of the Customer andlor the Customer’s contractor to open the 
apartments or offices at the time the meters are set, in order to verify that each meter socket actually serves the 
apartment or office indicated by the marking tag. In the case of multiple buildings, the building or unit number and 
street address will be identified on the pull section in the manner described above. 

1 
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SECTfON 3 
~ S T ~ ~ ~ I S H ~ E ~ T  OF SERVICE 

(continuecl) 

D. Grounds for Refusal of Service 

The Company may refuse to establish service if any of the following conditions exist: 

1. When tThe Applicant has an outstanding amount due for the same class of service with the Company and the 
Applicant is unwilling to make satisfactory arrangements with the Company for payment, in such cases the 
__. Coinqariv shall be entitied to transfer the balance due on the terniinated scwic_e to any other active account of tht! 
Customer for the same class of service. The failure of the Customer to pay the active account shall result in the 
siisticnsion or tcrmination of service. 

2 .  A condition exists which in the Company's judgment is unsafe or hazardous to the Applicant, the general 
population, or the Company's personnel or facilities. 

3. Refusal by the Applicant to provide the Company with a deposit when the Customer has failed to meet the credit 
criteria for waiver of deposit requirements. 

4 Customer is known to be in violation of the Company's Piicirtg i ' l m ~ s  filed with and approved by the 
Commission. 

5 Failure of the Customer to furnish such funds, service, equipment, andlor rights-of-way necessary to serve the 
Customer and which have been specified by the Company as a Londition for providing service. 

6. Customer fails to provide .;$&access to the meter that would be serving the Customer. 

7. 

8. 

Applicant falsifies his or her identity for the purpose of obtaining service. 

Servicc is reqircstcd by ari Appiicant and a lanor Ctistorner who is ckher iivinq with the Applicant, or w h o 3  
benefit from the eiK!iQy s:ipgticd 10 the Premise. and that Customer o w s  ;$ deiinqucnt bill knm the same class of 
- service froni the samexa  prior service address. 

Thc Apulicant is aclinq as an aqcnt for a prior Customer who is derivinq benefits from the encrqy sueplied and 
who oi,vf:s a delinquent biil from t he  same class of sclvice from thc samif or a prior service address. 

9. 

7;IO. There is evidcnce of tamgerinq or enerqy diversion. 

E. Service Establishment, Reestablishment and Reconnection Charge 

Filed By: ~~ ' Kentton C. Grant M$&Cffccti\ ie: titrksa; 

Title: Senif;tVice President of Finance and Ratesand F.ffe&;le+Dccision No. 4dy2-k. -28-1-7- 
&&q&a&mPe n d i iig 

District: Entire Electric Service Area Page nio;Rulcs and Rcqula tionsi Page-24- of-75 

8 
I 



Supersedina: 1 

(continued) 

L T h e  Company will make a charge, as approved by the Commission for service establishment or reestablishment 
for service reads only as set forth in the I E P  %Statement of A&&w&Charges. 

&_The Company will make a charge, as approved by the Commission for service establishment or reestablishment 
other than service reads under usual operating procedures, for single-phase service only during regular business 
hours as set forth in the E S t a t e m e n t  of A&&io~aC Charges 

&&-Should single-phase service be established or reestablished during a period other than regular working hours at 
the Customer's request, the Customer will be required to pay an after-hours charge for the service connection as 
set forth in the E S t a t e m e n t  of ,%&&x&Charges. Where Company scheduling will not permit service 
establishment on the same day as requested, the Customer may elect to pay the after-hours charge for 
establishment that day or hislher service will be established on the next available business day. Even so, a 
Customer's request to have the Company establish service after-hours is subject to the Company having Staff 
available; there is no guarantee that the Company will have the staffing available for service establishment, 
reestablishment or reconnection outside of regular business hours. 

&4.-The Company will make a charge, as approved by the Commission for service establishment or reestablishment 
other than service reads under usual operating procedures, for three-phase service only, during regular business 
hours as set forth in the =Statement of 8ld&w& ' Charges. 

it;$-Should three-phase service be established or reestablished during a period other than regular working hours at 
the Customer's request, the Customer will be required to pay an after-hours charge for the service connection as 
set forth in the E S t a t e m e n t  of RfMKt&--ChargeS. Where Company scheduling will not permit service 
establishment on the same day as requested, the Customer may elect to pay the after-hours charge for 
establishment that day or hislher service will be established on the next available business day. Even so, a 
Customer's request to have the Company establish service after-hours is subject to the Company having Staff 
available; there is no guarantee that the Company will have the staffing available for service establishment, 
reestablishment or reconnection outside of regular business hours. 

&&-For the purpose of this rule, the definition of service establishment is where the Applicant's facilities are ready and 
acceptable to the Company, the Applicant has obtained all required permits andlor inspections indicating that the 
Applicant's facilities comply with local construction safety and governmental standards and regulations, and the 
Company needs only to install a meter, read a meter, or turn the service on. 

&t,7-Reconnection Charge: Whenever the Company has discontinued service under its usual operating procedures 
because of any default by the Customer as provided herein, a reconnection charge not to exceed the charge for 
the reestablishment of service as set forth in the =Statement of W M C h a r g e s  will be made and may be 
collected by the Company before service is restored. When, due to the behavior of the Customer, it has been 
necessary to discontinue service utilizing other than usual operating procedures, the Company will be entitled to 
charge and collect, through verifiable means, actual costs to restore service as set forth in the E T - '  Siatcment of 
Charges. 
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SECTION 3 
~ S ~ ~ B ~ ~ S ~ ~ ~ ~ T  OF SERVICE 

(continued) 

F. Temporary Service 

1,Applicants for temporary service ~ i k c i i i  be required to pay % e a w - S w M - L i n e  Extension c h a m s  
*in accordance with Section 7. 

L L W h e r e  duration of service is to be less than one month, the Applicant may also be required to advance a sum of 
money equal to the estimated bill for service. 

%3_Where the duration of service is to exceed one month, the Applicant may also be required to meet the deposit 
requirements of the Company. 

I 

G .  Identification of Load and Premises: Upon request of the Company, the Applicant must identify the electric load and 
premises to be served by the Company at the time of application. If the service address is not recognized in terms of 
commonly-used identification system, the Applicant may be required to provide specific written directions andlor legal 
descriptions before the Company will be required to act upon a request for electric service. 

H. Identification of Responsible Party: Any person applying on behalf of another Applicant for service to be connected in 
the name of or in care of another Applicant must furnish to the Company written approval from that Applicant 
guaranteeing payment of all bills under the account. The Customer is responsible in all cases fur service supplied to 
the premises until the Company has received proper notice of the effective date of any change. The Customer will also 
promptly notify the Company of any change in physical or electronic billing address. i 

I. Tampering With or Damaging Company Equipment 

1, The Customer agrees, when accepting service that no one except authorized Company employees or agents of 
the Company will be allowed to remove or replace any Company-owned equipment installed on Customer’s 
property. 

2 .  No person, except an employee or agent acting on behalf of the Company will alter, remove, or make any 
connection to the Company’s meter or service equipment. 

3. No meter seal may be broken or removed by anyone other than an employee or agent acting on behalf of the 
Company; however the Company may give its prior consent to break the seal by an approved electrician 
employed by a Customer when deemed necessary by the Company. 
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SECTION 3 
ESTABLISHMENT OF SERVICE 

(continued) 

L T h e  Customer will be held responsible for any broken seals, tampering, or interfering with the Company's meter(s) 
or any other Company-owned equipment installed on the Customer's premises. In cases of tampering with meter 
installations, interfering with the proper working thereof, or any tampering, interfering, theft, or service diversion, 
including the falsification of Customer-read meter readings, Customer will be subject to immediate discontinuance 
of service. The Company will be entitled to collect from the Customer whose name the service is in, under the 
appropriate rate, for all power and energy not recorded on the meter as the result of such tampering, or other theft 
of service, and also additional security deposits as well as all expenses incurred by the Company for property 
damages, investigation of the illegal act, and all legal expenses and court costs incurred by the Company. 

~- 5. The Customer will be held liable for any loss or damage occasioned or caused by the Customer's negligence, 
want of proper care or wrongful act or omission on the part of any Customer's agents, employees, licensees or 
contractors. 

I 

1. The Customer is responsible for providiriq safe access to Cornmny facilitirs The Company's autiiorintd agents 
shall have satisfactory unassisted twei'ltv-four (24) hour a dav? seven (7) days a week access to the Company's 
equipment located on Customer's premise for t h e o s e  of repair, maintenance, and service rttstoration v m k  
that the Company may need to perform. 

--- If additional resources are required to qain safe acccss to perf.mn servicc c&blishmtrnt, clisconnixtion3 rnclcr 2. 
readinq, or roum:  rnaintenanctt, the Company will be entitled to coilect froni t h e  Cuslomcr all cxiionsos inctrrred 
by the Company for adtliiional resniirccs includinq: irivesliqation of access, all leqal expenses. atid court costs. 
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SECTION 4 
MINIMUM CUSTOMER INFORMATION REQUIREMENTS 

A. Information for Customers 

1 

2 

3 
I 

4 

I 
Filed By: 

Title: 

District: 

The Company will make available upon Customer request not later than sixty (60) days from the date of the 
request, a concise summary of the rate schedule applied for by the Customer. The summary will include the 
following: 

a. 

b. Rate blocks, where applicable; 

c. 

d. Demand charge, where applicable. 

The monthly minimum or Customer charge, identifying the amount of the charge and the specific amount of 
usage included in the minimum charge, where applicable; 

Any adjustment factor(s) and method of calculation; and 

Upon written notification of any material changes in the Customer's installation or load conditions, the Company 
will assist in determining if a change in W,irifSPkaRs is desirable, but not more than one (1) such change at 
the Customer's request will be made within any twelve-month period. 

The supply of electric service under a residential rate schedule to a dwelling involving some business or 
professional activity will be permitted only where such activity is of only occasional occurrence, or where the 
electricity used in connection with such activity is small in amount and used only by equipment which would 
normally be in use if the space were used as living quarters. Where the portion of a dwelling is used regularly for 
business, professional or other gainful purposes, and any considerable amount of electricity is used for other than 
domestic purposes, or electrical equipment not normally used in living quarters is installed in connection with such 
activities referred to above, the entire premises must be classified as non-residential and the appropriate general 
service Pwt+%~& will be applied. 
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SECTION 4 
MINIMUM CUSTOMER INFORMATION REQUIREMENTS 

(continued) 

5.  Upon Customer request the Company will make available within sixty (60) days from date of service 
commencement, a concise summary of the Company’s P~WF+%M~S or the Commission’s Rules and 
Regulations concerning: 

a. Deposits; 

b. Termination of service; 

c. Billing and collection; and 

d. Complaint handling. 

6. Upon request of a Customer, the Company will transmit a written statement of actual consumption for each billing 
period during the prior twelve (12) months unless this data is not reasonably ascertainable. But the Company will 
not be required to accept more than one such request from each Customer in a calendar year. Even so, the 
Company will charge a fee consistent with its ACC-approved Pwx+!&%@s andlor these Rules and 
Regulations for providing consumption, interval or other data to the Customer. 

7. The Company will inform all new Customers of their right to obtain the information specified above. 

Information Required Due to Changes in P w x j P b E d & s  

1 The Company will transmit to affected Customers a concise summary of any change in the Company‘s I’ricmq 
W & s  affecting those Customers 

2. This information will be transmitted to the affected Customer within sixty (60) days of the effective date of the 
change. 
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SECTION 5 
MASTER METERING 

A. Mobile Home Parks - New ConstructionlExpansion 

1. The Company will refuse service to all new construction andlor expansion of existing permanent residential mobile 
home parks unless the construction andlor expansion are individually metered by the Company. Line extensions and 
service connections to serve this new construction andlor expansion will be governed by these Rules and Regulations. 

2 .  For the purpose of this rule, permanent residential mobile home parks will mean mobile home parks where, in the 
opinion of the Company, the average length of stay for an occupant is a minimum of six months. 

3. For the purpose of this rule, expansion means the acquisition of additional real property for permanent residential 
spaces in excess of that existing at the effective date of this rule. 

B. Residential Apartment Complexes, Condominiums, and other Multi-unit Residential Buildings 

1. Master metering will not be allowed for new construction of apartment complexes and condominiums unless the 
building(s) will be served by a centralized heating, ventilation andlor air conditioning system and the contractor can 
provide to the Company an analysis demonstrating that the central unit will result in a favorable cosubenefit 
relationship. 

2. At a minimum, the costlbenefit analysis will consider the following elements for a central unit as compared to individual 
units: 

a. Equipment and labor costs; 

b. Financing costs; 

c. Maintenance costs; 

d. Estimated kWh usage; 

e. 

f. 

g. 

Estimated kW demand on a coincident demand and non-coincident demand basis (for individual units); 

Cost of meters and installation; and 

Customer accounting cost (one account vs. several accounts). 
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SECTION 6 
SERVICE LINES AND ESTABLISHMENTS 

A. Priority and Timing of Service Establishments 

1, After an Applicant has complied with the Company's application requirements and has been accepted for service by 
the Company and obtained all required easements, permits andlor inspections indicating that the Customer's facilities 
comply with local construction, safety and governmental standards or regulations. the Company will schedule that 
Customer for service establishment. 

2. All charges are due and payable before the Company will schedule the Customer for service establishment. 

3.  Service establishments will be scheduled for completion within five (5) business days of the date the Customer has 
been accepted for service, except in those instances when the Customer requests service establishment beyond the 
five (5) business day limitation. 

4. When the Company has made arrangements to meet with a Customer for service establishment purposes and the 
Company or the Customer cannot make the appointment during the prearranged time, the Company will reschedule 
the service establishment to the satisfaction of both parties. 

5. The Company will schedule service establishment appointments within a maximum range of four (4) hours during 
normal working hours, unless another time frame is mutually acceptable to the Company and the Customer. 

6.  Service establishments must only be made by the Company. 

7. For the purposes of this rule, service establishments are where the Customer's facilities are ready and acceptable to 
the Company and the Company needs only to install or read a meter or turn the service on. 

B. Service Lines 

1, Customer-provided Facilities 

a. Each Applicant for service will be responsible for all inside wiring, including the service entrance, meter socket 
and conduit. For three-phase service, the Customer will provide, at his expense, all facilities. including conductors 
and conduit, beyond the Company-designated point of delivery. 

L M e t e r s  and service switches in conjunction with the meter must be installed in a location where the meters will be 
readily and safely accessible for reading, testing and inspection and where such activities wilt cause the least 
interference and inconvenience to the Customer. Location of metering facilities will be determined by the 
Company and may or may not be at the same location as the point of delivery. However, the meter locations will 
not be on the front exterior wall of the home, or in the carport or garage, unless mutually agreed to between the 
home builder or Customer and the Company. Without cost to the Company, the Customer must provide, at a 
suitable and easily accessible location, sufficient and proper space for installation of meters. I 8: 
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SECTION 6 
SERVICE LINES AND ESTABLISHMENTS 

(continued) 

c. Where the meter or service line location on the Customer's premises is changed at the request of the Customer or 
due to alterations on the Customer's premises, the Customer, at his expense, must provide and have installed all 
wiring and equipment necessary for relocating the meter and service line connection. The Company will assess a 
charge for moving the meter andlor service line. 

Customer will provide access to the main switch or breaker for disconnecting load to enable safe installation and 
removal of Company meters. 

d. 

2. Overhead Service Connections - Secondary Service 

a. For the initial service drop: where the Company's distribution pole line is located on the Customer's premises , or 
on a street, highway, lane, alley, road or private easement immediately contiguous thereto, the Company will, at 
its own expense, furnish and install a single span of service drop line (up to 500 feet in total) from its pole to the 
Customer's point of attachment, provided such attachment is at the point of delivery and is of a type and so 
located that the service drop wires may be installed in a manner approved by the Company in accordance with 
good engineering practice, and in compliance with all applicable laws, ordinances, rules and regulations, including 
those governing clearance and points of attachment. 

Whenever any of the clearances required by the applicable laws, ordinances, rules or regulations of public 
authorities or standards of the Company from the service drops to the ground or any object becomes impaired by 
reason of any changes made by the owner or tenant of the premises, the Customer will, at his own expense, 
provide a new and approved support, in a location approved by the Company, for the termination of the 
company's service drop wires and will also provide all service entrance conductors and equipment necessitated 
by the change of location. 

For each overhead service connection, the Customer will furnish, at his own expense, a set of service entrance 
conductors that wiil extend from the point of delivery at the point of termination of the Company's service drop on 
the Customer's support to the Customer's main disconnect switch. These service entrance conductors will be of a 
type and be in an enclosure which meets with the approval of the Company and any inspection authorities having 
jurisdiction. 

b. 

c. 

d. The cost of any service line footage, in excess of that allowed at no charge, will be paid for by the Customer as 
set forth in the =Statement of &-Charges and will be treated as a contribution in aid of construction. 
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SECTION 6 
SERVICE LINES AND ESTABLISHMENTS 

(continued) 

3. Underground Service Connections - Secondary Service 

a. 

b. 

C. 

d. 

e. 

In areas where the Company maintains an underground distribution system, individual services will be 
Underground. 

Whenever the Company's underground distribution system is not complete to the point designated by the 
Company where the service lateral is to be connected to the distribution system, the system may be extended in 
accordance with Section 7. 

For an initial underground service connection of single-phase service, the Company will install a service lateral 
from its distribution line to the Customer's Company-approved termination facilities under the following conditions 
(unless otherwise agreed to by the Company and the Applicant): 

i. The Customer, at his expense, will provide the necessary trenching, conduit, conduit installation, backfill, 
landscape restoration and paving and will furnish, install, own and maintain termination facilities on or within 
the building to be served. 

The Company, at its expense (up to 500 feet in total), will furnish, install, own, and maintain the underground 
single-phase service cables to the Customer's Company-approved termination facilities. 

The Company will determine the minimum size and type of conduit and conductor for the single-phase service. 
The Customer will furnish and install the conduit system, including pull ropes. The ownership of this conduit or 
duct will be conveyed to the Company, and the Company will thereafter maintain this conduit or duct. The 
maximum length of any service conductor will be determined by the Company in accordance with accepted 
engineering practice in determining voltage drop, voltage flicker, and other relevant considerations. 

The cost of any underground service line footage, in excess of that allowed at no charge, will be paid for by the 
Customer as set forth in the =Statement of ,4&~&%& ' I Charges and will be treated as a contribution in aid of 
construction. 

For three-phase service, the Customer will also provide, at his expense, all facilities, including conductors and 
conduit, beyond the Company-designated point of delivery 

C. Easements and Rights-of-way 

1. At no cost to the Company, each Customer must grant adequate easements and rights-of-way satisfactory to the 
Company to ensure that Customer's proper service connection. Failure on the part of the Customer to grant adequate 
easements and rights-of-way will be grounds for the Company to refuse service. 
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SECTION 6 
SERVICE LINES AND ESTABLISHMENTS 

(continued) 

2.  When the Company discovers that a Customer or his agent is performing work, has constructed facilities, or has 
allowed vegetation to grow adjacent to or within an easement or right-of-way and such work, construction, vegetation 
or facility poses a hazard or is in violation of federal, state or local laws, ordinances, statutes, rules or regulations, or 
significantly interferes with the Company's access to equipment, the Company will notify the Customer or his agent and 
will take whatever actions are necessary to eliminate the hazard, obstruction or violation at the Customer's expense. 

D. Number of Services to be Installed 

_____. llnless oihcrwise [roakeci herein, or in -&jalc schedule cont.raci. tThe Company will not install more than one service, 
either overhead or underground, for any one building or group of buildings on a single premisels &+Meparate 
services may be installed for separate buildings or group of buildings where necessary for the operating convenience of the 
Company, where provided for in R%irigPY&?aEs, or where required by law or local ordinance. 1 

E. Multiple Service Points 

Unless otherwise expressly provided herein, or in a rate schedule or contract, any person, firm, corporation, agency or other 
organization or governmental body receiving service from the Company at more than one location or for more than one 
separately-operated business will be considered as a separate Customer at each location and for each business. If several 
buildings are occupied and used by a Customer in the operation of a single business, then the Company, upon proper 
application, will furnish service for the entire group of buildings through one service connection at one point of delivery, 
provided all of these buildings are at one location on the same lot or tract, or on adjoining lots or tracts forming a contiguous 
$&&(not separated by any public streets) wholly owned, or controlled, and occupied by the Customer in the operation of 
this single business. Dwelling units will be served, metered and billed separately, except at the option of the Company. 

I 

F. Temporary Service 

For service that is temporary in nature or for operations of a speculative character or questionable permanency the 
Customer will be charged the cost of establishing and removing the temporary service. 
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SECTION 7 
LINE EXTENSIONS 

Introduction 

The Company will construct, own, operate and maintain lines along public streets, roads and highways which the Company 
has the legal right to occupy, and on public lands and private property across which rights-of-way and easements 
satisfactory to the Company may be obtained without cost to or condemnation by the Company. 

A request for electric service often requires the construction of new distribution lines of varying distances. The distances and 
costs vary widely depending upon Customer's location and load size. With such a wide variation in extension requirements, 
it is necessary to establish conditions under which the Company will extend its electric facilities. 

All extensions (single-phase, three-phase or feeder) are subject to the availability of adequate capacity, voltage and 
Company facilities at the beginning point of an extension, as determined by the Company. 

A standard policy has been adopted to provide service to Customers whose requirements are deemed by the Company to 
be ordinary in nature. 

A. General Requirements 

1. Upon an Applicant's request for a line extension, the Company will prepare, without charge, a preliminary electric 
design and a rough estimate of the cost of installation to be paid by said Applicant. 

2.  Any Applicant for a line extension requesting the Company to prepare detailed plans, specifications, or cost estimates 
will be required to deposit with the Company an amount equal to the estimated cost of preparation. The Company will, 
upon request, make available within ninety (90) days after receipt of the deposit referred to above, these plans, 
specifications, or cost estimates of the proposed line extension. Where the Applicant authorizes the Company to 
proceed with construction of the extension, the deposit will be credited to the cost of construction; otherwise the 
deposit will be nonrefundable. If the extension is to include oversizing of facilities to be done at the Customer's 
expense, appropriate details will be set forth in the plans, specifications and cost estimates. Subdivision developers 
providing the Company with approved plats will be provided with plans, specifications, or cost estimates within forty- 
five (45) days after receipt of the deposit referred to above. 

3. The Company will provide a copy of the line extension policy prior to the Applicant's acceptance of the utility's 
extension agreement. 

4, All line extension agreements requiring payment by the Applicant will be in writing and signed by each party. 
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LINE EXTENSIONS 
(continued) 

5. The provisions of this rule apply only to those Applicants who, in the Company's judgment, will be permanent 
Customers of the Company. Applications for temporary service will be governed by the Company's rules concerning 
temporary service applications. The Company reserves the right to delay the extension of facilities until the satisfactory 
completion of required site improvements, as determined by the Company, and an approved service entrance to 
accept electric service has been installed. 

B. Minimum Written Agreement Requirements 

1. Each line extension agreement will, at a minimum, include the following information: 

a. 

b. 

c. 

d. 

e. 

f. 

9. 
h. 

I. 

Name and address of Applicant(s); 

Proposed service address or location; 

Description of requested service; 

Description and sketch of the requested line extension; 

A cost estimate which includes a cost break down of materials, labor, and other costs as necessary; 

Payment terms; 

A concise explanation of any reftinding provisions, if applicable; 

1-he Company's estimated commencement and completion dates for construction of the line extension; and 

A summary of the results of the economic feasibility analysis performed by the Company to determine the amount 
of advance required from the Applicant for the proposed line extension where applicable. 

2 .  Each Applicant will be provided with a copy of the written line extension agreement 
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SECTION 7 
LINE EXTENSIONS 

(continued) 

Line Extension Requirements 

1. Overhead Extensions to Individual Applicants 

a. Line Extension Allowance 

Upon the Applicant's satisfactory completion of required site improvements. the Company will make extensions 
from its existing facilities of proper voltage and adequate capacity at the Company's expense up to five hundred 
(500) feet exce~ t  where excluded in Scctiori 7,C.l .d. The distance of five hundred (500) feet is to be measured 
by the shortest feasible route along public streets, roads, highways, or suitable easements from the existing 
facilities to the Applicant's nearest point of delivery and inclusive of the service drop arid is for ii~itial site 
improvements, as determined bv the Company, only. 

b. Extensions in Excess of Line Extension Allowance Distance 

The Company will make extensions in excess of five hundred (500) feet per C,c-ustomer upon receipt of a non- 
interest bearing, refundable cash deposit with the Company to cover costs of construction computed at the rates 
shown in the TEP Statement of Charqes-8 (far- voitnqes UP to 14kV) for each foot of single-phase line 
extension or for each foot of three-phase line extension in excess of the allowance length and in accordance with 
Subsection 7.C.2.a.v. (unless otherwise agreed to by the Company and the Applicant). 

The foregoing charges shown in the TEP Staiernerri of CiiarqcsSectio&M are based on the Company's current 
average cost of construction of w d i s t r i b u t i o n  lines. The Company wiil review its costs periodically and will file 
a W R a t c  revision when such costs have changed by more than ten percent (10%) since the last revision 
of costs. Such revisions will be subject to approval by the Commission before becoming effective. 

The Company will install, own and maintain, on an individual project basis, the distribution facilities necessary to 
provide permanent service. 

c. Method of Refund 

1. After a period of twelve (1 2) months from the date the Company is initially ready to render service from an 
extension, seventy-five percent (75%) of any revenue received from the Customer in excess of the footage 
allowance during that period will be applied toward refunding the line extension deposit. 
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LINE EXTENSIONS 

(continued) 

2. Deposit refunds will be made to a depositor when separately metered Customers are served directly from the 
W l i n e  extension originally constructed to serve said depositor, providing the new line extension is less 
than five hundred (500) feet in distance, and the Customer to be served occupies a permanent structure 
designed for continued occupancy for either residential or business purposes, meeting established municipal, 
county or state codes as applicable. 

The amount of the deposit refund will be equal to the applicable TEP Statement of Charqes-Se&icS rates 
per foot multiplied by five hundred (500) feet less the actual footage of the new line extension required to 
serve the new Customer. 

In no event will the total of the refund payments made by the Company to a depositor be in excess of the 
deposit amount advanced. 

A pictorial explanation of the method of refund for a single-phase line extension is as follows: 

"I F 300' D *  - 
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Applicant "A" - Customer makes refundable advance of $20,530 for footage over 500' at $20.53/foot, 

Applicant "B" - Customer makes refundable advance of $12,318 for footage over 500' at $20,53/foot. No refund to A for 6's 
connection because B is over 500'. 

Applicant "C" - Customer gets line at no cost. Refund goes to B at $20.53 x 200', or $4,106.00 because C ties directly into 
B's line and is less than 500'. 

Applicant "D" - Customer gets line at no cost. Refund goes to B at $20.53 x ZOO', or $4,106.00, because it ties directly intcj 
B's line and is less than 500'. 

Applicant "E" - Customer gets line at no cost. Refund goes to A at $20.53 x 300', or $6,159.00 because E ties directly into 
A's line and is less than 500'. 

Applicant "F" - Customer gets line at no cost. Refund goes to A at $20.53 x 300', or $6,159.00 because F ties directly into 
A's line and is less than 500'. 

Applicant "G" - Customer gets line at no cost. Refund goes to B at $20.53 x 300', or $6,159.00; B receives $4,106.00 since 
this is the remaining balance of the initial deposit. 

Note: The dollars in the example above are illustrative. This method requires that: 2t) The deposit advance made for an 
initial line extension cannot be refunded to the depcsitor unless a new line extension required to serve a new 
separately metered Customer is directly connected to the initial line extension; and iif3) the new line extension is 
less than 500 feet in length. 

iii. 

1 
I 

Payment of eligible refunds will be made within ninety (90) days following receipt of notification to the 
Company that a qualifying permanent Customer has commenced receiving service from an extension. 

iv. A Customer may request an annual survey to determine if additional Customers have been connected to and 
are using service from the extension. 

v. After a period of six (6) years from the date the Company is initially ready to render service from an 
extension, the Company will review the deposit and make appropriate refunds then due, if any. Any 
unrefunded amount remaining thereafter will become the property of the Company and will no longer be 
eligible for refund and will become a contribution in aid of construction. 
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(continued) 

d. Extensions to Large General Service and Large Light and Power Customers 

i. For line extensions with voltages less than or equal to 14kV, the Company will install, own and maintain, on 
an individual project basis, the distribution facilities necessary to provide permanent service to a large 
general service or large light and power Customer. Prior to the installation of facilities. the Customer will be 
required to make a cash advance to the Company for any portion of the capital expenditures not justified by 
the estimated two year revenue of the new facilities. Such advance, if any, will be in the amount determined 
by subtracting two (2) times the estimated annual revenue from the total estimated installation costs based @ 

___- the TFP St;ilemcnt ~ i i i  Chaiqcs%&wG8 . If the total of such charge is less than one hundred dollars 
($lOO.OO), the charge will be waived by the Company. Adjustments to the advance will be made after the 
initial twenty-four (24) month billing period, and the Company will refund to the amount by which the 
estimated advance exceeds the actual installation cost less the actual twenty-four (24) month billing. In no 
event shall the total of the refund payments made by the Company to the depositor be in excess of the 
deposit amount advanced. 

500 foot line extension allowance does not apply. 

ii. For line extensions with voltages greater than 14kV and less than or equal to 46kV, the installation costs will 
be the actual costs of construction. The Company will install, own and maintain, on an individual project 
basis, the facilities necessary to provide permanent service. Prior to the installation of facilities, the 
Customer will be required to pay the estimated cost of the construction of the distribution or transmission 
facilities. Upon completion of construction, the Company will compare the actual cost to the estimated cost 
and any difference will be either billed or refunded within 60 days to the Customer. 

500 foot line extension allowance and adjustments for annual revenues do not apply. 

LLP Customers with line voltages greater than 46kV will necessitate a special line extension agreement as 
required per Subsection 7.C.7.e. 

2. Overhead or Underground Distribution Facilities Up to and Within a New Duly Recorded Residential Subdivision 

a. General 

Required distribution facilities up to and within a new duly recorded residential subdivision, including subdivision 
plats which are activated subsequent to their recordation, for permanent service to single andlor multi-family 
residences andlor unmetered area lighting, will be constructed, owned, operated and maintained by the Company 
in advance of applications for service by permanent Customers only after the Company and the Applicant have 
entered into a written contract which (unless otherwise agreed to by the Company and the Applicant) provides 
that: 
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(continued) 

i. The total estimated installed cost of such overhead distribution facilities, exclusive of meters, services and 
exclusive of other costs as may be deemed as reasonable by the Company, will be advanced to the 
Company as a refundable noninterest bearing cash deposit to cover the Company's cost of construction. In 
the event that the advance has not met the requirements for total refunding on or before the end of two (2) 
years from the date of installation of the Company's facilities, the advance will further be utilized for 
reimbursement of the Company's cost of ownership as provided in Subsection 7.C.2.b. In lieu of the 
refundable cash deposit, the Applicant may elect to execute a Deferred Construction Deposit Agreement, 
secured by a bond or letter of credit in a form acceptable to the Company, equal to the deferred cash 
deposit, which guarantees the posting by the Applicant of the full cash deposit one (1) to six (6) years 
subsequent to the completion of construction of the Company's facilities. Letters of credit and bonds will not 
be acceptable where the original cash deposit would be less than one thousand dollars ($1,000). 

ii. Refundable advances will become non-refundable at such time and in such manner provided in Subsection 
7.C.2.b. 

iii. The Applicant will be responsible for ownership costs at such time and in such manner as provided in 
Subsection 7.C.2.b. 

iv. Where applicable, if distribution facilities must be constructed in excess of an average of five hundred (500) 
feet per new permanent Customer within a duly recorded residential subdivision, a nonrefundable cash 
amount equal to that portion of the total estimated installed cost represented by those required line facilities 
in excess of five hundred (500) feet per Customer average will be paid to the Company. 

v. Underground Installations - Extensions of single-phase underground distribution lines necessary to furnish 
permanent electric service to new residential buildings or mobile homes within a subdivision, in which 
facilities for electric service have not been constructed, for which applications are made by a developer will 
be installed underground in accordance with the provisions set forth in this regulation except where it is not 
feasible from an engineering, operational, or economic standpoint. Extensions of single-phase underground 
distribution lines necessary to furnish permanent electric service within a new single family andlor multi- 
family residential subdivision will be made by the Company in advance of receipt of applications for service 
by permanent Customers in accordance with the following provisions (unless otherwise agreed to by the 
Company and the Applicant): 

1) The subdivider or other Applicant will provide and install all of the required underground duct system 
(including all or a portion of the necessary trenching, backfilling, conduits, ducts, transformer and 
equipment pads, manholes, and pull boxes) in accordance with the Company's specifications and 
subject to the Company's inspection and approval. Upon acceptance and approval by the Company, 
the Applicant will grant to the Company the exclusive right to use and occupy said duct system or, at the 
option of the Company, will transfer ownership thereof to the Company. 
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2 )  

3) 

Underground service will be installed, owned, operated and maintained as provided in Section 6 of 
these Rules and Regulations. 

Any underground electric distribution system requiring more than single-phase service is not governed 
by this Subsection 7.C.2.. but rather will be constructed pursuant to Subsection 7.C.4. 

vi. Underground extensions up to the duly recorded Subdivision will be owned, operated and maintained by the 
Company, provided the Applicant pays a non-refundable sum equal to the estimated difference between the 
cost of the underground extension and an equivalent overhead extension at the rate indicated by the 
Underground Differential on Schedule 18. 

b. Method of Refund 

i. For Line Extensions Within A New Duly Recorded Residential Subdivision (“Subdivision Agreements“) 

On or after two (2) years subsequent to the installation of the Company‘s facilities, and thereafter every six 
(6) months, the Company will review the status of a subdivision to determine the percentage ratio that the 
number of lots or service locations occupied by permanent Customers bears to the number of lots identified 
in each Subdivision Agreement specified as the basis for refund. Refunds will be made prior to the actual 
occupancy by a permanent Customer if the lot or service location has been substantially completed so that in 
the judgment of the Company permanent occupancy will occur within a reasonable time. Such periodic 
review will continue until either: i) the calculatcd ratio equals a maximum of seventy-five percent (75%) at 
which time the total refund will be made to the A-pplicant; or ii) a six (6) year period subsequent to the 
coinpletion of installation of the Company’s facilities elapses. For purposes of computation of all charges 
and refundable deposit requirements under these Rules and Regulations, the installation of the Company’s 
facilities will be that date upon which the construction is determined to be completed and the facilities are 
entered into the Company records of Plant and Property. The ratio determined at the time of each review 
multiplied by the total refundable advance associated with the line extension agreement, less applicable cost 
of ownership charges previously deducted, i f  any, will represent that portion of the advance qualified for 
refund. If the foregoing calculation indicates a refund is due, an appropriate refund of cash deposit, or 
reduction of the cash deposit requirement at the end of the deferral period in those cases where a Deferred 
Construction Deposit Agreement has been executed, will be made. 
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Refunds of cash deposits, less applicable cost of ownership charges, if any, will also be made by the 
Company within ninety (90) days following receipt of written notice from the developer requesting payment of 

-. Furthermore, if at any time a maximum of seventy-five percent (75%) or more 
of the total refundable advance qualifies for refund, any balance of the advance remaining, after applicable 
cost of ownership charges, if any, have been deducted, will be refunded. No payment will be made by the 
Company in excess of the total refundable advance less applicable cost of ownership charges, if any, nor 
after a period of six (6) years subsequent to the completion of construction of the Company's facilities. Any 
un-refunded amount remaining at the end of the six (6) year period will become +ww#k&b i d t h e  
property of the Company and k e a  nonrefuticiable contribution in aid of construction. 

earned  refund^ , " ~~ O r  ti%lf? 
. r  

For Line Extensions To The Perimeter of New Duly Recorded Residential Subdivisions ("Feeder 
Agreements") 

On or after two (2) years subsequent to the installation of the Company's facilities, and thereafter every six 
(6) months, the Company will review the status of Customers added as a result of the extension and within 
connected subdivisions in excess of the Customer level identified in each subdivision's agreement to 
determine the percentage that the number of lots or service locations occupied by permanent Customers 
bears to the number of lots identified in the Feeder Agreement specified as the basis for refund. Refunds will 
be made prior to the actual occupancy by a permanent Customer if the lot or service location has been 
substantially completed so that in the judgment of the Company permanent occupancy will cccur within a 
reasonable time. Such periodic review will continue until either: i) the calculated ratio equals the level 
identified in the Feeder Agreement at which time the total refund will be made to the Applicant; or ii) a six (6) 
year period subsequent to the completion of installation of the Company's facilities elapses. For purposes of 
computation of all charges and refundable deposit requirements under these Rules and Regulations, the 
installation of the Company's facilities will be that date upon which the construction is determined to be 
completed and the facilities are entered into the Company records of Plant and Property. The ratio 
determined at the time of each review multiplied by the total refundable advance associated with the line 
extension agreement, less applicable cost of ownership charges previously deducted, if any, will represent 
that portion of the advance qualified for refund. If the foregoing calculation indicates a refund is due, an 
appropriate refund of cash deposit, or reduction of the cash deposit requirement at the end of the deferral 
period in those cases where a Deferred Construction Deposit Agreement has been executed, will be made. 
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Refunds of cash deposits, less applicable cost of ownership charges, if any, will also be made by the 
Company within ninety (90) days following receipt of written notice from the developer requesting payment of 

of the total refundable advance qualifies for refund, any balance of the advance remaining, after applicable 
cost of ownership charges, if any, have been deducted, will be refunded. No payment will be made of the 
Company in excess of the total refundable advance less applicable cost of ownership charges, if any, nor 
after a period of six (6) years subsequent to the completion of construction of the Company's facilities. Any 
unrefunded amount remaining at the end of the six (6) year period will become rww&i- the 
property of the Company and will be treated as a nonrefundable contribution in aid of construction. 

iii. In the event that any portion of an advance has not qualified for refund at the time of each review, the 
developer will be responsible for the Company's cost of ownership charges based on the average (mean) of 
the electric facilities represented by: 

1) 

2) 

When the advance is in the form of a cash deposit, the semi-annual cost of ownership charges will be equal 
to the average of (i) and (ii) above multiplied by five and one-half percent (5-1/2%). When the advance is in 
the form of a Deferred Construction Deposit, the semi-annual cost of ownership charges will be equal to (i) 
and (ii) above multiplied by the sum of five and one-half percent (5-1/2%) plus one-half of the original cost 
equivalent of the rate of return, expressed as a percent, last allowed to the Company by the Commission. 
Payment of such cost of ownership charges, which will be computed and paid at the time of each review after 
the initial review, will be made in the following manner: 

that portion of the advance not qualified for refund at the time of current review, and 

that portion of the advance not qualified for refund at the time of the last periodic review 

When the advance is in the form of a cash deposit, a deduction of cost of ownership charge will be made by 
the Company from the cash deposit. 

When the advance is in the form of a Deferred Construction Deposit, the Company will bill and developer will 
pay to Company said cost of ownership charge. In the event that the Applicant fails to pay the cost of 
ownership charge when due, the Company will exercise its rights provided for in the Deferred Construction 
Deposit, and will call the bond or letter of credit. 

The portion of the original advance on which cost of ownership charges are computed will not be reduced for 
purposes of that computation by amounts deducted previously for cost of ownership charges. 

Filed By: ~ ~ ~ ~ ~ ~ ~ ~ n t t o i i  C. Grant T$&#bEffectivcr: w 
Title: -Senioi-.Vice President of Finance and Rates& .Mxt ieDecis ion No. 4uIy-25,-204 ?- 

~ ~ P ~ t l ~ ~ t ~ ~  

6t?M?A-l 
District: Entire Electric Service Area &ye No,Rules and Requlalionsi Page 24 of 7-5 



I 
i 

Oriqiiial Sheet No,. 900 
Supersedinq. 

1 
I 

a. 

SECTION 7 
LINE EXTENSIONS 

(continued) 

3. Underground Extensions to Individual Applicants 

General 

Underground line extensions will generally be made only where mutually agreed upon by the Company and the 
Applicant, or in areas where the Company does maintain underground distribution facilities for its operating 
convenience. 

I. 

ii. 

... 
111. 

iv. 

V. 

Underground extensions will be owned, operated and maintained by the Company, provided the Applicant 
pays in advance a non-refundable sum equal to the estimated difference between the cost, exclusive of 
meters and services, of the underground extension and an equivalent overhead extension at the rate 
indicated by the Underground Differential in the TEP Statement of Charac1s-B i for voltages up  to 

In addition to the non-refundable sum, the Applicant will (unless otherwise agreed to by the Company and 
the Applicant) make such refundable deposit as shown in &TEP Statement of C h a r c & W  
voltacics LIP to 'IiikV) and in accordance with Subsection 7.C. as otherwise would have been required under 
these Rules and Regulations if the extension had been made by overhead construction. 

The Applicant will provide and install all of the required underground duct system (including all or a portion of 
the necessary trenching, backfilling, conduits, ducts, transformer and equipment pads, manholes, and pull 
boxes) in accordance with the Company's specifications and subject :o the Company's inspection and 
approval. Upon acceptance and approval by the Company, the Applicant will grant to the Company the 
exclusive right to use and occupy said duct system or, at the option of the Company, will transfer ownership 
thereof to the Company. 

Refunds of cash deposits will be made in the same manner as provided for overhead extensions to individual 
Applicants for service, in accordance with the applicable provisions of Subsection 7.C. 

Underground services will be installed, owned, operated and maintained as provided in Section 6 of these 
Rules and Regulations. 
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4. Replacement of Overhead with Underground Distribution Facilities 

Where a Customer has requested that existing overhead distribution facilities be replaced with underground distribution 
facilities, the total cost of such replacement will be paid by the Customer. 

5. Conversion from Single-phase to Three-phase Service 

Where it is necessary to convert all or any portion of an existing underground distribution system from single-phase to 
three-phase service to a Customer, the total cost of such conversion will be paid by the Customer. 

6. Long Term Rental Mobile Home Park, Townhouses, Condominiums and Apartment Complexes 

Line extensions to long term rental mobile home parks, townhouses, condominiums and apartment complexes will be 
made by the Company under terms and conditions provided in Subsection 7.C.1. The Company will, when requested 
by the Customer, install, own and maintain internal distribution facilities and individual metering for said development in 
accordance with the provisions pertaining to duly recorded real estate subdivisions as stated in Subsection 7.C.2 
hereof. 

7. Special Conditions 

a. Contracts 

Each sub divider or other Applicant for service requesting an extension over the allowable footage allowance, or in 
advance of applications for service to permanent Customers, or in advance of completion of required site 
improvements will (unless otherwise agreed to by the Company and the Applicant) be required to execute 
contracts covering the terms under which the Company will install lines at its own expense, or contracts covering 
line extensions for which advance deposits will (unless otherwise agreed to by the Company and the Applicant) be 
made in accordance with the provisions of these Rules and Regulations or of the applicable rate schedules. 

b. Primary Service and Metering 

The Company will provide primary service to a point of delivery, such point of delivery to be determined by the 
Company. The Customer will provide the entire distribution system (including transformers) from the point of 
delivery to the load. The system will be treated as primary service for the purposes of billing. The Company 
reserves the right to approve or require modification to the Customer's distribution system prior to installation, and 
the Company will determine the voltage available for primary service. Instrument transformers, metering riser 
poles and associated equipment to be installed and maintained by the Company will be at the Customer's 
expense. 
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Advances under Previous Rules and Contracts 

Amounts advanced under the conditions established by a rule previously in effect will be refunded in accordance 
with the requirements of such contract under which the advance was made. 

Extensions for Temporary Service 

Extensions for temporary service or for operations of a speculative character or questionable permanency will be 
charged the applicable estimated charqcs for rhc installation and removal of temporary facilities. Temnorary 
iacilities will remain in service for a maximum of two 12) ~ c ~ ~ r ~ ~ ~ ~ ~ ~ ~  ‘ W  
Mm , .  ,I - 

Exceptional Cases 

Where unusual terrain, location, soil conditions, or other unusual circumstances make the application of these line 
extension rules impractical or unjust to either party or in the case of extension of lines of other than standard 
distribution voltage, service under such circumstances will be negotiated under special agreements specifying 
terms and conditions covering such extensions. 

Special or Excess Facilities 

Under this rule, the Company will install only those facilities which it deems are necessary to render service in 
accordance with the rate schedules. Where the Customer requests facilities which are in addition to, or in 
substitution for, the standard facilities which the Company normally would install, the extra cost thereof will be paid 
by the Customer. 

Unusual Loads 

Line extensions to unusually small loads not consisting of a residence or permanent building (e.g. individual lights, 
wells, signs, etc.) will not be granted the five hundred (500) foot allowance but will instead be required to advance 
any costs of service in excess of their estimated two years annual revenue. Refunding will be according to 
Subsections 7.C.l  .c. and 7.C.3.a.i~. 
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D. Construction I Facilities Related Income Taxes 

1. Collection of Income Tax Gross Up 

a. Any federal, state or local income taxes resulting from the receipt of a contribution or advance in aid of 
construction in compliance with this rule is the responsibility of the Company and will be recorded as a deferred 
tax asset and reflected in the Company's rate base for ratemaking purposes. 

- b,  However, if the estimated contribution or advance for any service line or distribution main extension (as 
determined for each individual extension agreement) exceeds $500,000, the Company may require the Applicant 
to include in the contribution, advance or deferred construction deposit agreement an amount (the "gross up 
amount") equal to the estimated federal, state or local income tax liability of the Company resulting from the 
contribution or advance computed as follows: 

Advance or Contribution 
Gr_oss Up km-oun? - __ -Advance ___ or Coptribjulioc 

fl Sta tu tory  cornbini.dcorne tax  ratf,l 

b ,cA f te r  the Company's tax returns for the year of receipt of the advance or contribution are completed, if the 
statutory combined income tax rate is less than the rate used to calculate the gross-up, the Company shall refund 
to the Applicant an amount equal to such excess. 

&&When a gross-up amount is to be collected in connection with an extension agreement, the contract will state the 
tax rate used to compute the gross up amount, and will also disclose the gross-up amount separately from the 
estimated cost of facilities. 

2. Refund of Income Tax Gross Up 

a. In the case of construction advance refunds made pursuant to Subsection 7.C.l.d. (Large Light & Power 
Extensions), a pro rata portion of the gross up will be refunded when the amount of the underlying contribution is 
refunded. Any remaining gross-up will be refunded on November 1 of each year as tax depreciation deductions 
are taken on the Company's tax returns. At the end of five years from installation, the remaining gross up will be 
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refunded at an amount that reflects the net present value of the Company's remaining tax depreciation deductions 
on the underlying advance discounted at the Company's authorized rate of return. 

In the case of all other advances or deferred construction deposit agreements, the gross up will be refunded, or 
the amount of required deferred construction deposit will be reduced, as follows: 

b. 
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SECTION 7 
LINE EXTENSIONS 

(continued) 

i. 

ii. 

If the full amount of the advance is refunded prior to September 30" of the year following the year in which 
the advance is received, the entire amount of the gross-up will be refunded. 

For any amount of the advance not refunded as of September 30th of the year following the year in which the 
advance is received, on November 1st  of each year a portion of the gross-up will be refunded based on the 
amount of the tax depreciation deductions taken by the Company on its federal and state income tax returns. 

When any advance is refunded after depreciation refunds pursuant to clause ii have begun, a pro rata portion 
of the gross up will be refunded reduced by the amount of depreciation refunds previously made for that 
portion of the gross up. 

refunded at an amount that reflects the net present value of the Company's remaining tax depreciation 
deductions on the underlying advance discounted at the Company's authorized rate of return. 

iii. 

<For any advance that is not refunded at the end of the contract period, the remaining gross up will be 



Supersedinq: i 

A. 

I 
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SECTION 8 
PROVISION OF SERVICE 

Company Responsibility 

I. 

2. 

The Company will be responsible for the safe transmission and distribution of electricity until it passes the point of 
delivery to the Customer. 

The Company will be responsible for maintaining in safe operating condition all meters, equipment and fixtures 
installed on the Customer's premises by the Company for the purpose of delivering electric service to the 
Customer. The Company, however, will not be responsible for the condition of meters, equipment, and fixtures 
damaged or altered by the Customer. 

3. The Company may, at its option, refuse service until the Customer has obtained all required permits andlor 
inspections indicating that the Customer's facilities comply with local construction and safety standards, including 
any applicable Company specifications. 

$4 The Company will determine, in its scle discretion, the tyDe of service {includinq voilaqe and number of phasesj to 
he furnished for util i~ati~n by the Customer. This includes deterrninations involvinq (I 1 requirements to take 
Primary Service and Meterinq and (2') service voltaqc (inciiidinq for any new on-site qeneiatkm inslallalions 01 

qeneration retrofits at the Customer's premises), 

Customer Responsibility 

1. Each Customer will be responsible foi maintaining in safe operating condition all Customer facilities on the 
Customer's side of the point of delivery. 

2 .  Each Customer will be responsible for safeguarding all Company property installed in or on the Customer's 
premises for the purpose of supplying utility service to that Customer. 

3. Each Customer will exercise all reasonable care to prevent loss or damage to Company property, excluding 
ordinary wear and tear. The Customer will be responsible for loss of or damage to, Company property on the 
Customer's premises arising from neglect, carelessness, misuse, diversion or tampering and will reimburse the 
Company for the cost of necessary repairs or replacements. 

4. Each Customer, regardless of who owns the meter, will be responsible for payment for any equipment damage 
andlor estimated unmetered usage and all reasonable costs of investiga(ion resulting from unauthorized breaking 
of seals, interfering, tampering or bypassing the utility meter. 

L E a c h  Customer will be responsible for notifying the Company of any equipment failure identified in the Company's 
equipment. 

Filed By: 2&iW&Effecti\ict: %&??A 

Title: -SenioF--Vice President of Finance and Ratesand Eifw4ive:.Dccision No. :My .22&2w 
~ P c n ~ ~ i ~ ~  

Gi)H- ,. I 

District: Entire Electric Service Area P-age-NoJhles and FiequlaQtit Page 24- of-75 



I 
I 
I 

Orrqinai Sheet No 900 
Supersedinq. 

Y. 

6 .  
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SECTION 8 
~ R ~ ~ ~ S ~ O ~  OF SERVICE 

{continued) 

I 
I 
I 

€&GTmustomer will be responsible for informing the Company of, and meeting the Company's requirements 
regarding, on-site or distributed generation jincludinci distributed renewable resources and combined heat arid 
power facilities) that the Customer or its agent intends to interconnect to the Company's transmission grad 
distribution system. This inclirdes coinpliance with all requirements contained within the Corn~any's most curi'eni 
Interconiiectioii Reuuiremerits for Distributed Gericralion, and the terms and conditions of the Company's 
&eernenr for the Interconnection of Customer's Facility. C u s t a x  must aiso aaree to enlei into t h o  
_____-- Inierconnection Aqreeinen! bvith. the Conipydny. F u r i h q ,  any iriiercor~r?cdion must be in accvrdaricc w u y  
amlicabte Cominission requlation and order qover riinq intcrconriect ior~,asl i  as aoIilicable iatws. 

The Customer, at his expense, may install, maintain and operate check-measuring equipment as desired and of a 
type approved by the Company, provided that such equipment will be installed so as not to interfere with operation 
of the Company's equipment, and provided that no electric energy will be re-metered or sub-metered for resale to 
another or to others, except where such re-metering will be done in accordance with the applicable orders of the 
Commission. 

C. Continuity of Service 

The Company will make reasonable efforts to supply a satisfactory and continuous level of service. However, the 
Company will not be responsible for any damage or claim of damage attributable to any interruption or discontinuation 
of service resulting from: 

1. Any cause against which the Company could not have reasonably foreseen or made provision for (i.e.. force 
majeure); 

2. Intentional service interruptions to make repairs or perform routine maintenance; or 

3. Curtailment, including brownouts or blackouts. 

D. Service Interruptions 

1. The Company will make reasonable efforts to reestablish service within the shortest possible time when service 
interruptions occur. 

2.  When the Company plans to interrupt service for more than four (4) hours to perform necessary repairs or 
maintenance, the Company will attempt to inform affected Customers at least twenty-four (24) hours in advance of 
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the scheduled date, and these repairs will be completed in the shortest possible time to minimize the 
inconvenience to the Customers of the Company. 
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SECTION 8 
PROVISION OF SERVICE 

(continued) 

&3,-ln the event of a national emergency or local disaster resulting in disruption of normal service, the Company may, 
in the public interest, interrupt service to other Customers to provide necessary service to civil defense or other 
emergency service agencies on a temporary basis until normal service to these agencies can be restored. 

5-4.The Commission will be notified of interruption in service affecting the entire system or any major division thereof. 
The interruption of service and cause will be reported by telephone to the Commission within four (4) hours after 
the responsible representative of the Company becomes aware of said interruption. A written report to the 
Commission will follow. 

1 

E. Interruption of Service and Force Majeure 

1. The Company will make reasonable provision to supply a satisfactory and continuous electric service. but docs 
not guarantee a constant or uninterrupted supply of electricity. The Company will not be liable for any damage or 
claim of damage attributable to any temporary, partial or complete interruption or discontinuance of electric 
service attributable to a force majeure condition as set forth at Subsections 8.E.4. and 8.E.5. or to any other cause 
which thc Company could not have reasonably foreseen and made provision against, or which, in the Company's 
judgment, is necessary to permit repairs or changes to be made in the Company's electric generating, 
transmission or distribution equipment or to eliminate the possibility of damage to the Company's property or to 
the person or property of others. 

Whenever the Company deems that a condition exists to warrant interruption or limitation in the service being 
rendered, this interruption or limitation will not constitute a breach of contract and will not render the Company 
liable for damages suffered thereby or excuse the Customer from further fulfillment of the contract. 

2. 

3. The use of electric energy upon the premises of the Customer is at the risk of the Customer. The Company's 
liability will cease at the point where its facilities are connected to the Customer's wiring. 

Neither the Company nor the Customer will be liable to the other for any act, omission or circumstances 
(including, with respect to the Company, but not limited to, inability to provide service) occasioned by or in 
consequence of the following: 

4. 

a. 

b. accident or explosion; 

c. 

d. acts of God: 

e. 

flood, rain, wind, storm, lightning, earthquake, tire, landslide, washout or other acts of the elements; 

war, rebellion, civil disturbance, mobs, riot, blockade or other act of the public enemy; 

interference of civil andlor military authorities; 
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f. 

L v a n d a l i s m ,  sabotage or malicious mischief; 

strikes, lockouts or other labor difficulties; 
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SECTION 8 
P R ~ ~ ~ S ~ ~ ~  OF SERVICE 

(continued1 

@.-usurpation of power, or the laws, rules, regulations or orders made or adopted by any regulatory or other 
governmental agency or body (federal, state or local) having jurisdiction of any of the business or affairs of 
the Company or the Customer, direct or indirect; 

K i b r e a k a g e  or accidents to equipment or facilities; 

k j l a c k ,  limitation or loss of electrical or fuel supply; or 

L a n y  other casualty or cause beyond the reasonable control of the Company or the Customer, whether or not 
specifically provided herein and without limitation to the types enumerated, and which by the exercise of due 
diligence such party is unable to prevent or overcome. 

I 

I 
i 

5. A failure to settle or prevent any strike or other controversy with employees or with anyone purporting or seeking 
to represent employees will no\ be considered to be a matter within the control of the Company. 

6. Nothing contained in this Section will excuse the Customer from the obligation of paying for electricity delivered or 
services rendered. 

F. General Liability 

1. The Company will not be responsible for any third-party claims against the Company that arise from Customer's 
use of the Company's electricity. 

2. Customer will indemnify, defend and hold harmless the Company (including the costs of reasonable attorney's 
fees) against all claims (including, without limitation, claims for damages to any business or property, or injury to, 
or death of, any person) arising out of any act or omission of the Customer, or the Customer's agents, in 
connection with the Company's service or facilities. 

3. The liability of the Company for damages of any nature arising from errors, mistakes, omissions, interruptions, or 
delays of the Company, its agents, servants, or employees, in the course of establishing, furnishing, rearranging, 
moving, terminating, or changing the service or facilities or equipment will not exceed an amount equal to the 
charges applicable under the Company's Prictng--PImms (calculated on a proportionate basis where 
appropriate) to the period during which the error, mistake, omission, interruption or delay occurs. 

I 
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4. In no event will the Company be liable for any incidental, indirect, special, or consequential damages (including 

lost revenue or profits) of any kind whatsoever regardless of the cause or foreseeability thereof. 

5 . T h e  Company will not be responsible in an occasion for any loss or damage caused by the negligence or wrongful 
act of the Customer or any of his agents, employees or licensees in installing, maintaining, using, operating or 
interfering with any electric facilities. 
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SECTlON 8 
PROVISION OF SERVICE 

(continued) 

G. Construction Standards and Safety 

The Company will construct all facilities in accordance with the provision of the ANSI C2 Standards (National Electric 
Safety Code, 2 0 2 ) 7 W  edition, and other amended editions as are adopted by the Commission). the 200744% ANSI 
B.31 .I Standards, the ASME Boiler and Pressure Vessel Code, and other applicable American National Standards 
Institute Codes and Standards, except for such changes as may be made or permitted by the Commission from time to 
time. In the case of conflict between codes and standards, the more rigid code or standard will apply. 

1 

Filed By: ~ ~ ~ ~ K ~ n t i ~ n  C. Grant &FmbEffrtcti\ie: %&?& 

Title: SenictFVice President of Finance and Ratesard Eff&wDecision No. AtIy2524H -1- 
~ ~ ~ P ~ n ~ i  ti3 

I;en- . I  

District: Entire Electric Service Area F%ge--No;Rules and liequlaiions: Pap-2-4 oi-75 

I 
I 
1 
6 
I 
1 
1 
I 
1 
I 
I 
D 
I 
I 
I 
i 
I 
I 
1 



Oriqinai Sheet No . 900 
Superscdinq: i 

SECTION 9 
CHARACTER OF SERVICE -VOLTAGE, FREQUENCY AND PHASE 

A. Electric energy furnished under these Rules and Regulations wili be alternating current, sixty (60) hertz single or three- 
phase, at the standard, nominal voltages specified by the Company. The following nominal voltages are available on 
the Company's system: 

1, Residential Customers: 120/240 volts single-phase 

2. General Service or Light and Power Customers: 

a. 

b. Three-phase: 

Single-phase: 120/240 volts (all areas) 

i. 120/240 volts 4 wire delta (from overhead system only and not for ne.& service, iipqrades m!y)* 

ii. 240/480 volts 4 wire delta (from overhead system only)* 

iii. 120/208 volts 4 wire wye 

iv. 271/480 volts 4 wire wye 

* This may be available in some existing underground areas. 

B. The primary voltage supplied will depend on the Customer's load and the system voltage available at that location; it 
will be specified by the Company. Normally, this will be one of the following nominal distribution or sub-transmission 
voltages: 7970113800 volts 4 wire wye, or 46,000 volts 3 wire delta. The actual standard nominal voltages available to 
a specific Customer will depend on location, load, and type of system in the area and will be specified by the Company. 

I 

C. A Customer must meet certain minimum load requirements in order to qualify for three-phase service under Section 7 
and within the Fiecrrical Service Keauirerncnts 

D. The Company does not guarantee the constancy of its voltage or frequency, nor does it guarantee against its loss of 
one or more phases in a three-phase service. The Company will not be responsible for any damage to the Customer's 
equipment caused by any or all of these occurrences brought about by circumstances beyond its control. 
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SECTION 9 

(continued) 
CHARACTER OF SERVICE - VOLTAGE, FREQUENCY AND PHASE 

E. Motor Protection 

The following protective apparatus, to be provided by the Customer, is required on all motor installations: 

1. No-Voltage Protection: Motors that cannot be safely subjected to full voltage at starting must be provided with a 
device to insure that upon failure of voltage, the motors will be disconnected from the line. Said device should be 
provided with a suitable time delay relay. 

2. Overload Protection: All motors whose voltage does not exceed 750 volts are to be provided with approved fuses 
of proper rating. Where the voltage exceeds 750 volts, protective devices are to be provided. In these cases it 
will be found desirable to install standard switching equipment. The installation of overload relays and no-voltage 
releases is recommended on all motors, not only as additional protection, but as a means of reducing the cost of 
refusing. 

3. Phase Reversal: Reverse phase relays and circuit breakers or equivalent devices are recommended on all 
po!yphase ins!a!!a!ions to pxtzct the ins:allaiion in case of phase icversai or ioss of one phase. 

F. Load Fluctuation and Balance 

1. Interference with Service: The Company reserves the right to refuse to supply loads of a character that may 
seriously impair service to any other Customers. In the case of hoist or elevator motors, welding machines, 
furnaces and other instalkitions of like character where the use of electricity is intermittent or subject to violent 
fluctuations, the Company may require the Customer to provide at the Customer‘s own expense suitable 
equipment to reasonably limit those fluctuations. 

2 .  The Company has the right to discontinue electric service to any Customer who continues to use appliances or 
other devices, equipment and apparati detrimental to the service after the Company notifies the Customer of his 
or her causing detriment to the service. 

3. Allowable Instantaneous Starting Current Values: The instantaneous starting current (determined by tests or 
based on limits guaranteed by manufacturers) drawn from the line by any motor must not exceed a value (as 
determined by the Company) that may be deemed detrimental to the normal operation of the system. If the 
starting current of the motor exceeds that value, a starter must be used or other means employed to limit the 
current to the value specified. A reduced voltage starter may be required for polyphase motors. 

II 4. When three-phase service supplied under a power rate includes incidental lighting, the Customer will supply any 
necessary lighting transformers and arrange its lighting to give a substantially balanced three-phase load. 
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SECTION 9 
CHARACTER OF SERVICE - VOLTAGE, FREQUENCY AND PHASE 

(continued) 

G. Customer Responsibility for Equipment Used in Receiving Electric Energy 

No statement or requirement in these Rules and Regulations can be construed as the assumption of any liability by the 
Company for any wiring of electrical equipment or the operation of same, installed in, upon, or about the Customer's 
premises, nor will the Company be responsible for any loss or damage occasioned or caused by the negligence, want 
of proper care or wrongful act of the Customer, or any of the Customer's agents or employees or licenses on the part 
of the Customer in installing, maintaining, using, operating, or interfering with any such wiring, machinery or apparatus. 
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SECTION 10 
METER READING 

A. Company or Customer Meter Reading 

1. The Company may, at its discretion, allow for Customer reading of meters. 

2.  It will be the responsibility of the Company to inform the Customer how to properly read his or her meter. 

L W h e r e  a Customer reads his or her own meter, the Company will read the Customer's meter at least once every six (6) 
months. 

$4 Where thc Comnany must read the mcter cvcry 5ix (f- the Customer Yiall pay the trip cliarrie as set forrh in 
t h c  TCP Statemerit of Ctiarqcs far every rend. 

Qs.-The Company will provide the Customer with postage-paid cards or other methods to report the monthly reading to the 
Company. 

Ftij-The Company will specify the timing requircrnents for the Customer to submit his or her monthly meter reading to 
conform to the Company's billing cycle. 

8 lii rhc cvriil tlic ihstomcr f t d s  to submit monjlilv rcnds as desiqnated ahovc,.Be Coinpairy niav estimate ihe usaae 
foi l ip 10 five (5) month\ 

9__Ttic Companv and thc Cusiorncr shail mutually nqiee on a method to submit meter rcacls, 

Whcrc the C i i c t o m m r s n q  their own meter rcads, the Ciislomcr is responsible for all applicable cbarqcs a5 10 
calculatcd from thc noint rhc Company last rcad thc Customcr s meter 

=Meters will be read monthly on as close to the same day as practical. 
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SECTION 10 
METER R E ~ ~ I ~ ~  

jconlinued) 

B. Measuring of Service 

1. 

2.  

3. 

4. 

5. 

All energy sold to Customers and all energy consumed by the Company, except that sold according to fixed charge 
schedules, will be measured by commercially acceptable measuring devices owned and maintained by the Company. 
This Subsection will not apply where it is impractical to install meters, such as street lighting or security lighting, or 
where otherwise authorized by the Commission. 

When there is more than one meter at a location, the metering equipment will be so tagged or plainly marked as to 
indicate the circuit metered or metering equipment in accordance with Subsection 3.C.8. 

Meters which are not direct reading will have the multiplier plainly marked on the meter. 

All charts taken from recording meters will be marked with the date of the record, the meter number, Customer, and 
chart multiplier. 

Metering equipment will not be set "fast" or "slow" to compensate for supply transformer or line losses. 

C. Customer Requested Rereads 

I The Company will, at the request of a Cbstomer, reread that Customer's meter within ten (10) business days after the 
request by the Customer 

Any reread may be charged to the Customer at a rate set forth in the E S t a t e m e n t  of Adtld~~nal Charges, if the 
original reading was not in error 

2 

&L 
3.When a reading is found to be in error, the Company will not charge the Customer for the reread; 

D. Access to Customer Premises 

At all times, the Company will have the right of safe ingress to and egress from the Customer's premises at all reasonable 
hours for any purpose reasonably connected with the Company's property used in furnishing service and the exercise of 
any and all rights secured to it by law or these rules. 
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SECTION 10 
METER R € A ~ ~ ~ G  

 continue^^ 

E. Meter Testing and Maintenance Program 

1. The Company will replace any meter found to be damaged or associated with an inquiry into its accuracy, whether 
initiated by the Customer or Company, and which has been in service for more than sixteen (16) years. Replaced 
meters will be tested for accuracy and will be acceptable if found to have an error margin within plus or minus three 
percent (k 3%). 

2 .  The Company will file an annual report with the Commission summarizing the results of the meter maintenance and 
testing program for that year. At a minimum, the report should include the following data: 

a. Total number of meters tested at Company initiative or upon Customer request; and 

b. Number of meters tested which were outside the acceptable crror allowance of f 3%. 

F. Customer Requested Meter Tests 

The Company will test a meter upon Customer request and the Company will be authorired to charge the Customer for the 
meter test The charge for the meter test is set forth in the U S t a t e m e n t  of AdiktionaLCharges However, if the meter IS 

found to be in error by more than three percent (3%), then no meter testing fee will be charged to the Customer 
1 

s€xX4ORtlB 
~~€~~ 
jw-tntitttietii 

G. Demands 

1. The Customer's demand may be measured by a demand meter, under all rate schedules involving billings based on 
demand, unless appropriate investigation or tests indicate that the Customer's demand will not be such as to require a 
demand meter for correct application of the rate schedule. In cases where billings under a rate schedule requiring 
determination of the Customer's demand must be made before a demand meter can be installed, such billings may be 
made on an estimated demand basis pending installation of the demand meter; provided, however, that billings made 
on the basis of estimated demands will be appropriately adjusted, if indicated to be greater or less than the actual 
demands recorded after the demand meter is installed. 

2. Demand meters may be installed at any metering location if the nature of the Customer's equipment and operation is 
such as to indicate that a demand meter is required for correct application of the rate schedule. 

3. All demands used for billing purposes will be recorded, or computed to the nearest whole kW. 
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SECTION 11 
BILLING AND COLLECTION 

A. Frequency and Estimated Bills 

1, The Company will bill monthly for services rendered. Meter readings will be scheduled for periods of not less than 
twenty-five (25) days or more than thirty-five (35) days. 

&If the Company is unable to m& the meter &on the scheduled meter read date, the Company will 
estimate the consumption for the billing period as set forth in the Company's Bill Estimation ~ ~ c t h o d o l o q ~ ~ ~ s  Tariff. 

b k  

~~~~~~ I . , .  

4LUiCsKt?Bttnm%- I 

5,LAfter the second consecutive month of estimating the Customer's bill iw-feassns % % e i t 4 x ~ ~ ~ ~ w ~ ,  the 
Company will attempt to secure an accurate reading of the meter. 

6-LFailure on the part of the Customer to comply with a reasonable request by the Company for access to its meter 
may lead to the discontinuance of service. 

74,-Estimated bills will be issued only under the following conditions: 

a. 

b. 

Failure of a Customer who read his own meter to deliver his meter reading card to the Company, in 
accordance with the requirements of the Company billing cycle. 

Severe weather conditions, emergencies or work stoppages that prevent the Company from reading the 
meter. 

_- c. Circumstances that make it dangerous or impossible to read the meter, including locked gates, blocked 
meters, vicious or dangerous animals, or any force majeure condition as listed in Subsections 8.E.4 and 
8.E.5. 

When an electronic meter readinq is obtained, but the data cannot bc transferrcd to a Customer Information 
Systcim. 

A meter failure or malftinctiori with no reliable ~ n f o r ~ a t i o t ~  rctairied by the mctcr. 

Mctcr tampcerinq or cncrqy clivcrsion results in a lack of accurate netcred consumption information. 

In the event the Customer fails to submit the readinq within the dcsicjngied ten (10) dav rnelei rcndiiia 
window. 

In the event the Customer fails to submit monthly reads as designated above, the Cornpariy may estimate 
the usaqe for up to five 45) months. 

d. 

e. 
i. 

g, 
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6, 

g7. Estimates due to eqiripment malfunctions rnay exceed one nionth if the malfunction could not b e  reasonably 

Each bill based on estimated usage will indicate that it is an estimated bill. j -  
discovered andior corrected before additional Ibills %ere estimated. 

i 8. A bill is not considered ail estiiiiated bill when the end read is based or1 an actual read. 

{continuecl) 

B. Combining Meters, Minimum Bill Information 

1. Each meter at a Customer's premises will be considered separately for billing purposes, and the readings of two 
(2) or more meters will not be combined unless otherwise provided for in the Company's Pficx@a#&s. 

Each bill for residential service will contain the following minimum information: 2 .  

a. 

b. 

C. 

d. 

e. 

f. 

9. 
h. 

I. 

j ,  
k. 

I .  

Date and meter reading at the start of billing period or number of days in the billing period; 

Date and meter reading at the end of the billing period; 

Billed usage and demand (if applicable); 

Rate schedule number; 

Company telephone number; 

Customer's name; 

Service account number; 

Amount due and due date; 

Past due amount; 

Adjustment clause costs, where applicable; 

All applicable taxes; and 

The address for the Arizona Corporation Commission. 

C. Billing Terms 

1. All bills for the Company's services are due and payable no later than ten (10) days from the date the bill is 
rendered. Any payment not received within this time frame will be considered past due. 

2 ,  For purposes of this rule, the date a bill is rendered may be evidenced by: 
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a. 

t,Tk- ?* 

~~~~-~~~~~~~~~~ . i  

The postmark date for bills sent via U S .  Postal Service;m 

. - w e  
! + m f & i w I i ~ ~ ~ A i i  Electronic 6ill vdl hc considered rendered at the tiine it is electryiicaliy sent io 
the Customer. 

3. All past due bills for the Company's services are due and payable within fifteen (15) days. Any payment not 
received within this time frame will be considered delinquent and will incur a late payment finance charge. 
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SECTION 11 
BILLING AND COLLECTION 

(continued) 

4, All delinquent bills for which payment has not been received within five (5) days will be subject to the provisions of 
the Company's termination procedures. 

- 5. All payments of current amounts may be made at or sent via U.S. Postal SemFn;srted to the office of the 
Company or to the Company's duly authorized representative. 

&6. A bill will bo rendered it? a form orescribed by thc Cumpany. If the Customer requests a bill in a form other thArj 
the one prescribed by t h e  Company, the Company ir i  its sole discretion may consider such rocwest and charqe 
the Custiimer any associated cosis. 

Applicable RctfyP%%k&s, Time of-Use Meters, Prepayment, Failure to Receive, Commencement Date, Taxes 

1 Each Customer will be billed under the applicable /'%stCj-/&fiji. indicated in the Customer's application for 
service 

2 For a Customer tdking service under a TEP Timr of-Use ("TOU") rate sciK.duicl, ttic Coinpaiiyli P may chdrge a 
fee based on the incremental cost of a TOU meter vrrsus a non I O U  meter. 

3. Customers may pay for electrical service by making advance payments. 

4. Failure to receive bills or notices which have been properly plsced in the U.S. F'oslal S c r v i c e W - m m  
postcd cicc!~p_&~ly_wilI not prevent those bills from becoming delinquent nor relieve the Customer of his 
obligations therein. 

L C h a r g e s  for service commence when the service is installed and connection made, whether used or not 

Billing and Meter Error Corrections 

1. If, after testing, any meter is found to be more than three percent (3%) in error, either fast or slow, proper 
correction between three percent (3%) and the amount of the error will be made to previous readings and 
adjusted bills will be rendered according to the following terms: 

a. For the period of three (3) months immediately preceding the removal of such meter from service for test or 
from the time the meter was in service since last tested, but not exceeding three (3) months since the meter 
will have been shown to be in error by such test. 

From the date the error occurred, if the date of the cause can be definitely fixed. b. 

2.  No adjustment will be made by the Company except to the Customer last served by the meter tested 
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SECTION 11 
BILLING AND COLLECTION 

(continued) 

- F Responsibility for Payment of 5ills 

1 .  The Customer is resgonsihle for the payment of bills until service is ordered discontinued and thc Compativ ha:; 
had reasonable time to s m r e  a final meter readiriq for ttiose services iiivulvinq enerqy usaqe, or if non-metered 
services are involved until the Companv has had reasonable time to process the d i ~ c o i ~ ~ c t  request, 

- 2. When an error is found to exist in the billinqmdcrcd to the Cuggmer, thc Company gmmct such an error to 
recover or refund the difference bctween the oriqinal billinq and the correct billiriq The TEP Eill Estimation 
iliiethodoloqics tariff shall be aprilicd when the Company cannot obtain a con?plete and valid meter read. 
Situations that result in an estimated nieler read iriclude inclernerit weather, lack of access to a Custorner's meter, 
eneray diversion, labor iinavaila bility and etluiDnierit malfunction. 

3 ,  Except as specified below, coi-recled charges for itnderbillinqs shall be limited lo iiirett (3~monti'is for residential 
accounts and SIX (6) months for non-residential accounls. 

a ,  Where the account is billed on  a special contract or non-metered rate, corrected charqes for underbillin% 
shall be billed in accordance with t h e  contract or rate requirements arid is not limitcd lo threc or six months 
as applicable. 

b. Where scrvice has becn establislied 13~1: no bills have been renderctd, corrctcted charms foi underbillinas 
-. shall go back to the date service was csfab/ish& 

ll_l___ InJhere tiierc is evidence of meter tarnperiiiq or cnerqy diversion, corrected charcios for underbillinas shall qo c ,  
back to the date ineter tamDerinq or enerqy diversion beqan, as determiixd by the Company, 

d .  Whue lack of ;-~ccoss to the rneler (causecl tbv the Customcr) has rcsiiitcd in cstiinated hills, corrcctcd 
r w s  sliall qo hack io the billinq month of the last Company obtained nicter read date, 

1. The Company will be allowed to recover a fee, as set forth in the W S t a t e m e n t  of Aridiiionai Charges, for each 
instance where a Customer tenders payment for electric service with a . ~ s i t i i € t e n l - - . ~ ~ ~ ~ ~ . ~ . - ~ ~ ~ ~ ~ a \ j m e n t  
returiied unpaid. This fee will also apply when an electronic funds transfer ("EFT") is denied for any reason: 
incWit@&a& ofsuificimt.-i-imk. 

2 When the Company is notified by the Customer's bank or other financial institution that a payment has been 
returned unpaid, or denied for ativ reason, there are ti~i?-st~~~~fin~.nCfuiids iocover ihe&eck, i t  T or other finansiai 
ilrlstxwenth+iecisrc se~v~ce has bepis denied for dny icbsm, the Company may require the Customer to make 

Filed By: !&yw& C ., . ! - ! tywKentton C. Grant R&M%Effectiw?: Re&&& 

Title: SenietVice President of Finance and Ratesand Effec4iwDecision No. :My-2-%2W 
~ ~ ~ e n d ~ i l ~  

District: Entire Electric Service Area Page-No..Rulcs and Reqiilations: Pagc-24--&7,5 



Ortqi~al Sheet No 900 
Supersedina: 

payment in cash, by money order, certified check, or other means which guarantee the Customer’s payment to 
the Company. 
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SECTION 11 
BILLING AND COLLECTION 

(continued) 

paymcrit wliich is retimed unpaid, ieqardless of the reason 
will not be relieved of 

A Customer who tenders a 
or method used lo pay, +F&V&GW xr EFT 2: &&FW ~~~~~?~ 

the obligation to render payment to the Company under the original terms of the bill nor defer the Company's 
provision for termination of service for nonpayment of bills. 

. . I  
3. 

4. A Customer with two retiiriied pavrnmts within a twveivct (12) month period inav be rcciuircd to pav with 
quaranteed funds, (Le., cash, rnoney order, or cashier's check) for any wbseyuent billinq for tweleve {I 2) 

. .  
f l l ~ I ~ t h 5 , ~ ~ ~ ~ - ~ ~ ~  bj- . .  , ~~~- 

~~~~~ . ywrtty. 

. .  
H. 6udqet B ~ l l l n ~ ~ ~  Plan 

1, 

2 .  

The Company may, at its option, offer its Customers a budqet ~ ~ ~ l l i t i ~ ~ ~ ~ ~  plan. 

If the Company offers a kwk&budge t  billing plan, the Company will-Kieft developL upon Customer request, an 
estimate of the Customer's l ~ ~ i e w k e $  billing for a twelve-month period based upon: 

I 
a. 

b. 

Customer's actual consumption history, which may be adjusted for abnormal conditions such as weather 
variations. 

For new Customers, the Company will estimate consumption based on the Customer's anticipated load 
requirements. 

The Company's f='w%m approved by the Commission applicable to that Customer's class of 
service. 

i 

I 

I c. 

I 3 .  The Company will provide the Customer a concise explanation of how the iw+?k&budqi?t billing estimate was 
developed, the impact of kx&&buclgci billing on a Customer's monthly electric bill, and the Company's right to 
adjust the Customer's billing for any variation between the Company's estimated billing and actual billing. 

For those Customers being billed under a kAz&budqcl billing plan, the Company will show, at a minimum, the 
following information on the Customer's monthly bill: 

a. Actual consumption; 

b. 

c. 

d. 

4. 

Amount due for actual consumption; 

Lwek&Budqict billing amount due; and 

Accumulated variation in actual versus kiveiired--budact billing amount. 
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5. The Company may adjust the Customer’s letLeiirefCbudget billing in the event the Company‘s estimate of the 
Customer’s usage andlor cost should vary significantly from the Customer’s actual usage andlor cost. This review 
to adjust the amount of the kv&&budqet billing may be initiated by the Company or Customer. 
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SECTION 11 
BILLING AND COLLECTION 

(continued) 

Deferred Payment Plan 

1. The Company may, prior to termination, offer to qualifying residential Customers a deferred payment plan for the 
Customer to retire unpaid bills for electric service. 

I 

2 .  Each deferred payment agreement entered into by the Company and the Customer, due to the Customer's 
inability to pay an outstanding bill in full, will provide that service will not be discontinued if: 

l 

a. Customer agrees to pay a reasonable amount of the outstanding bill at the time the parties enter into the 
deferred payment agreement. 

I 
b. Customer agrees to pay all future bills for electric service in accordance with the Company's Pcwg I Pianms.  

c. Customer agrees to pay a reasonable portion of the remaining outstanding balance in installments over a 
period not to exceed six (6) months. 

I 
3. For the purpose of determining a reasonable installment payment schedule under these rules, the Company and 

the Customer will give consideration to the following conditions: 

a. 

b. customer's ability to pay; 

c. Customer's payment history; 

d. 

e. 

f. 

Size of the delinquent account; 

Length of time the debt has been outstanding: 

Circumstances which resulted in the debt being outstanding; and 

Any other relevant factors related to the circumstances of the Customer. 

4. Any Customer who desires to enter into a deferred payment agreement must do so before the Company's 
scheduled termination date for nonpayment of bills. The Customer's failure to execute a deferred payment 
agreement prior to the scheduled service termination date will not prevent the Company from terminating service 
for nonpayment. 

5. Deferred payment agreements may be in writing and may be signed by the Customer and an authorized 
Company representative. 

6. A deferred payment agreement may include a finance charge in an amount equal to the Company's actual or 
average cost of providing such arrangements. 
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SECTION 11 
BILLING AND COLLECTION 

(continued) 

7. If a Customer has not fulfilled the terms of a deferred payment agreement, the Company has the right to 
disconnect service pursuant to the company's Termination of Service Rules in Section 12 and, under these 
circumstances, it will not be required to offer subsequent negotiation of a deferred payment agreement prior to 
disconnection. 

__I-_ J. - Change of Occupancy 

1, The Customer must give the Company at least three (3) business days advance notice in writing or by telephone, 
to discontinue service or to change occupancy. 

The outgoing Customer will be responsible for all electric services provided andlor consumed up to the scheduled 
turn-off date. 

2. I 

3.  The outgoing Customer is responsible for providing access to the meter so that the Company may obtain a final 
meter reading. l i  nccc-ss it; unavai\aIAc, tho ou\going C:iistomiir wiil be rcspvnsiiilc for the services consumod until 
t ; t ~ i i  tiini: as ; I C C ~ ' S  is pic!viiit:a a i l amv ices  mi bi: tiiirieas& 

Electronic Billing 

1. Electronic Billing is an optional billing service whereby Customers may elect to receive, view and pzy their bills 
electronically. The Company may modify its Electronic Billing services from time to time. A Customer electing an 
electronic billing service may receive an electronic bill in lieu of a paper bill. 

I K- 
2 .  Customers electing an electronic billing service may be required to complete additional forms and agreements 

3. 

4. 

Electronic Billing may be discontinued at any time by Company or the Customer 

An Electronic Bill will be considered rendered at the time it is electronically sent to the Customer. Failure to 
receive bills or notices that have been properly sent by an Electronic Billing system does not prevent these bills 
from becoming delinquent and does not relieve the Customer of the Customer's obligations therein. 

Any notices that the Company is required to send to the Customer who has elected an Electronic Billing service 
may be sent by electronic means at the option of the Company. 

5 .  

6. Except as otherwise provided in this subsection, all other provisions of the Company's Rules and Regulations and 
other applicable R~ i t tgRan&s are applicable to Electronic Billing. 
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SECTION 11 
BILLING AND COLLECTION 

(continued) 

L T h e  Customer must provide the Company with a current email address for electronic bill delivery. If the electronic 
bill is electronically sent to the Customer at the email address that the Customer provided to the Company, then 
the Electronic Bill will be considered properly sent. Further, the Customer will be responsible for updating the 
Company with any changes to this email address. Failure to do so will not excuse the Customer from timely 
paying the Company for electric service. 

L. Collections 

1. All unpaid ciciscd accounts inay hc referred to a coliection aqg$gr collections. 

2. If a colleclioii aqency referral is warranted for collection of unpaid final bills, Customer will be responsible tor 
x a i d  hill is referred to a credit bureau, ttie_CornDany will.jat 
tx held rctsponsible to notify the Credit Gureau of any g)ayment status. 

M. Refufids 

Customers will not bc eiiqible for rekincis, roliatcs o i  nihcr Company proqram oaymcnts if the Cuslorncr has a dclinaticnt 
Conipany balance. 

N .  Refund of Credit Balance followins Disc~ntiniiarice of Servicc: 

Unon dircoritiniiance of scrvice, tfii! Company xhall refurid the Customer any credit b3Iancc remainincj on the account iii excess 
of $5.00. Any credit balance remaininq oil the accounl that is less than $5.00: shall be donated lo a lm-income assistarice 
proaram to be dcicrinined by rhc CornDanL unless the Customer rcyuests that such amoiint bc rctunck& 
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SECTION 12 
TERMINATION OF SERVICE 
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Termination of Service Without Notice 

1,  Electric service may be disconnected without advance written notice under the following conditions: 

a. 

b ,The  Company has evidence of meter tampering or fraud; or 

c ,  
d. 

The existence of an obvious safety or health hazard to the consumer, the general population or the Company's 
personnel or facilities; 

The Company has evidence of unauthorized resale or use of eiectric service; or 

Customer makes payment to avoidistop disconnection for non-payment with a dishonored or fraudulent payment. 
The Company will nor be required to restore servicc unlii the repayment of thosc funds and all other dciirrqucnt 
arnourils are paid&cash, nioiiey order, cashier's check, certified funds or verified electroriic pavmerit; or 

43. Customer makes oaynmit to reconnect sffrvice with a dishonored or frairdiiient w m e n t .  The Corn~aiiy wm 
be required to restore service uritil the repaymeiit of those fur!ds arid all other delinquent amounts arc paid by 
cash, money order, cashier's check, certified funds or verified electronic pavment: of 

f.Failure of a Customer to comply with the curtailment procedures imposed by the Company during supply 
shortages. 

2 .  The Company will not be required to restore service until the conditions that led to the termination have been corrected 
to the satisfaction of the Company. 

3. The Company will maintain a record of all terminations of service without notice for a minimum of one (1) year and will 
be available for inspection by the Commission. 

Termination of Service With Notice 

1, The Company may disconnect service to any Customer for any reason stated below provided that the Company has 
met the notice requirements described in Subsection 12.E3. below: 

a. Customer violation of any of the Company's Priciricing Piail&s; 

L F a i l u r e  of the Customer to pay a delinquent bill for electric service; 

k. Failure of a prior Customer to pay a dclinqucnt bill for clccliic service where the prior Cuslomcr continues to 

&-Failure of the Customer to meet agreed-upon deferred payment arrangements; 

d,cFailure to meet or maintain the Company's deposit requirements; 

f.Failure of the Customer to provide the Company reasonable &access to its equipment and property; 

reside on the premise; 
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~ ~ A T I ~ N  OF SERVICE 
jcontir'lued) 

&%-- - ' =-FtsReturned or irivaiid aayrnetits; 

f;h.Customer breach of a written contract for service between the Company and Customer; 

+.-When necessary for the Company to comply with an order of any governmental agency having such jurisdiction; 

k L W h e n  a hazard exists that is not imminent, but in the Company's opinion, may cause property damage;* 

k,Customer facilities that do not comply with Company requirements or specifications21 

I ,  

Cm. The Corn~any learns of the exislenci? of any condition in Section 3.D., Grouixls for Refusal of S a ,  

failure to provide o r  retain riqhts-of-way or easeinenis iiecessary 10 serve the Customer; or 
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2. The Company will maintain a record of all terminations of service with notice for one (1) year and be available for 
Commission inspection. 

C. The Company will not be obligated to renotify the Customer of the termination of service, even if the Customer - after 
receiving the required termination of service notification - has made payment, yet the payment is returned within three (3) to 
five (5) business days of receipt for any reason. The original notification will apply. 

D. Termination Notice Requirements 

1. The Company will not terminate service to any of its Customers without providing advance written notice to the 
Customer of the Company's intent to disconnect service, except under those conditions specified in Subsection 12.B. 
where advance written notice is not required. 

2 .  This advance written notice will contain, at a minimum, the following information: 

a. 

b. 

The name of the person whose service is to be terminated and the address where service is being rendered. 

The Company's f&w,+P4a~m that was violated and explanation of the violation or the amount of the bill that 
the Customer has failed to pay in accordance with the payment policy of the Company, if applicable. 

The date on or after which service may be terminated 

A statement advising the Customer to contact the Company at a specific ;Kkkc?fcRFphone number for information 
regarding any deferred payment or other procedures that the Company may offer or to work out some other 
mutually agreeable solution to avoid termination of the Customer's service. 

c. 

d. 
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jcontinued) 

e. A statement advising the Customer the Company's stated reason($ for the termination of services may be 
disputed by contacting the Company at a specific address or phone number, advising the Company of the dispute 
and making arrangements to discuss the cause for termination with a responsible employee of the Company in 
advance of the scheduled date of termination. The responsible employee will be empowered to resolve the 
dispute and the Company will retain the option to terminate service after affording this opportunity for a meeting 
and concluding that the reasons for termination is just and advising the Customer of his right to file a complaint 
with the Commission. 

3. Where applicable, a copy of the termination notice will be simultaneously forwarded to designated third parties. 

E. Timing of Terminations With Notice 

1. The Company will give at least a five (5) day advance written notice prior to the termination date 

2 .  This notice will be considered to be given to the Customer when a copy of the notice is left with the Customer or posted 
first class vAttq-the U_tiir&SLka@s wi@cislal Service, addressed to the Customer's last known address. 

3. If, after the period of time allowed by the notice has elapsed and the delinquent account has not been paid nor 
arrangements made with the Company for payment of the bill - or in the case of a violation of the Company's rules the 
Customer has not satisfied the Company that this violation has ceased - then the Company may terminate service on 
or after the day specified in the notice without giving further notice. 

4. The Company will have the right (but not the obligation) to remave any or all of its property installed on the Customer's 
premises upon the termination of service. Upon the termination of service the Company may, without liability for injury 
or damage, dismantle and remove its line extension facilities within two (2) years after termination of service. The 
Company will give the Customer thirty (30) days written notice before removing its facilities should the Company 
decide to do so, or else waive any reestablishment charge within the next one (1) year for the same service to the 
same Customer at the same location. 

F. Landlordnenant Rule 

1. In situations where service is rendered at an address different from the mailing address of the bill or where the 
Company knows that a landlordltenant relationship exists and the landlord is the Customer of the Company, and where 
the landlord as a Customer would otherwise be subject to disconnection of service, the Company may not disconnect 
service until the following actions have been taken: 

a. Where it is feasible to so provide service, the Company, after providing notice as required in these rules, will offer 
the occupant the opportunity to subscribe for service in his or her own name. If the occupant then declines to so 
subscribe, the Company may disconnect service pursuant to the rules. 
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b. The Company will not attempt to recover from a tenant or condition service to a tenant, upon the prepayment of 

any outstanding bills or other charges due upon the outstanding account of the landlord. 
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SECTION 13 
RECONNECTION OF SERVICE 

When service has been discontinued for any of the reasons set forth in these Rules and Regulations, the Company will 
not be required to restore service until the following conditions have been met by the Customer: 

A. Where service was discontinued without notice: 

1, The hazardous condition must be removed and the installation will conform to accepted standards 

2. All bills for service andlor applicable investigative costs due the Company by reason of fraudulent or unauthorired 
use, diversion or tampering must be paid and a deposit to guarantee the payment of future bills may be required. 

3. Required arrangements for service must be made 

B. Where service was discontinued with notice: 

1.  The Customer must make arrangements for the payment of all bills and these arrangements must be satisfactory 
to the Company. 

2. The Customer must furnish a satisfactory guarantee to pay all future bills 

3. The Customer must correct any and all violations of these Rules and Regulations. 

Filed By: ~ ~ ~ ~ ~ ~ ~ ~ n ? ~ ~ n  C. Grant Tm#4bEffectivt!: w 
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SECTION 14 
ADMINISTRATIVE AND HEARING REQUIREMENTS 

A. Customer Service Complaints 

7 .  The Company will make a full and prompt investigation of all service complaints made by its Customers, either 
directly or through the Commission. 

The Company will respond to the complainant and/or the Commission representative within five (5) business days 
as to the status of the Company's investigation. 

2 .  

3. The Company will notify the complainant and/or the Commission representative of the final disposition of each 
complaint. Upon request of the complainant or the Commission representative, the Company will report the 
findings of its investigation in writing. 

The Company will inform the Customer of his right of appeal to the Commission. 4. 

5. The Company will keep a record of all written service complaints received that must contain, at a minimum, the 
following data: 

a. 

b. 

c. 

d. 

This record will be maintained for a minimum period of one (1) year and will be available for inspection by the 
Commission. 

Name and address of complainant; 

Date and nature of the complaint; 

Disposition of the complaint; and 

A copy of any correspondence between the Company, the Customer, and/or the Commission 

6. 

B. Customer Bill Disputes 

1. Any utility Customer who disputes a portion of a bill rendered for electric service must pay the undisputed portion 
of the bill and notify the Company's designated representative that any unpaid amount is in dispute prior to the 
delinquent date of the bill. 
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C. 

SECTION 14 
ADMINISTRATIVE AND HEARING REQUIREMENTS 

(continued) 

2 .  Upon receipt of the Customer notice of dispute, the Company will: 

a. 

b. 

c. 

d. 

e. 

Notify the Customer within five (5) business days of the receipt of a written dispute notice. 

Initiate a prompt investigation as to the source of the dispute. 

Withhold disconnection of service until the investigation is completed and the Customer is informed of the 
results. 

Upon request of the Customer, the Company will report the results of the investigation in writing. 

Inform the Customer of his right of appeal to the Commission 

3 .  Once the Customer has received the results of the Company's investigation. the Customer will submit payment 
within five (5) business days to the Company for any disputed amounts. Failure to make full payment may be 
grounds for termination of service. 

4. The Company will inform the Customer of his right of appeal to the Commission 

Commission resolution of service and bill disputes 

1. In the event the Customer and the Company cannot resolve a service or bill dispute the Customer must file a 
written statement of dissatisfaction with the Commission; by submitting this statement to the Commission, the 
Customer will be deemed to have filed an informal complaint against the Company. 

2. Within 30 days of the receipt of a written statement of Customer dissatisfaction related to a service or bill dispute, 
a designated representative of the Commission will endeavor to resolve the dispute by correspondence or 
telephone with the Company and the Customer. If resolution of the dispute is not achieved within 20 days of the 
Commission representative's initial effort, the Commission will hold an informal meeting to arbitrate the resolution 
of the dispute. This informal meeting will be governed by the following rules: 

a. 

b. 

c. 

d. 

Each party may be represented by legal counsel, if desired. 

All informal meetings may be recorded or held in the presence of a stenographer, 

All parties will have the opportunity to present written or oral evidentiary material to support the positions of 
the individual parties. 

All parties and the Commission's representative will be given the opportunity to cross-examine the various 
parties. 
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SECTION 14 
ADMINISTRATIVE AND HEARING REQUIREMENTS 

(continued) 

e. The Commission's representative will render a written decision to all parties within five business days after 
the date of the informal meeting. This written decision of the arbitrator is not binding on any of the parties and 
the parties may still make a formal complaint to the Commission. 

3. The Company may implement its termination procedures if the Customer fails to pay all bills rendered during the 
resolution of the dispute by the Commission. 

The Company will maintain a record of written statements of dissatisfaction and their resolution for a minimum of 
one (1) year and make these records available for Commission inspection. 

4 .  
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SECTION 15 
TEMPORARY SERVICE OR CYCLICAL USAGE 

A. For electric service of a temporary nature [less than two (2) years], &-m-&liri(: extension charges w A k  
may aplj&&wg& as set forth in the E S t a t e r n e n t  of lkkiWwLCharges, in addition to the regular charges for service 
which will be billed under the applicable rate schedule. Emergency, supplementary, breakdown or other standby service is 
not considered temporary and is subject to the provisions of Section 16. Permanent or semi-permanent businesses whose 
characteristics of operation result in infrequent cyclical usage of energy (e.g., asphalt batch plants, lettuce cooling plants) 
will require separate contracts with the Company to assure full recovery of the Company's annual ownership cost on the 
total facilities installed to provide service to the Applicant. 
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SECTION 16 
STANDBY SERVICE 

A. Emergency, breakdown, supplementary or other standby service will be supplied by the Company at its option only under 
special contracts specifying the rates, terms and conditions governing such service. 
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A, The Company may require the Customer by written notice to either maintain a specified minimum lagging power factor or 
the Company may after thirty (30) days install power factor corrective equipment and bill the Customer for the total costs of 
this equipment and installation. 

B. In the case of apparatus and devices having low power factor, now in service, which may hereafter be replaced, and all 
similar equipment hereafter installed or replaced, served under general commercial schedules, the Company may require 
the Customer to provide, at the Customer's own expense, power factor corrective equipment to increase the power factor of 
any such devices to not less than ninety (90) percent. 

C. If the Customer installs and owns the capacitors needed to supply his reactive power requirements, then the Customer must 
equip them with suitabie disconnecting switches, so installed that the capacitors will be disconnected from the Company's 
lines whenever the Customer's load is disconnected from the Company's facilities. 

D. Gaseous tube installations totaling more than one thousand (1,000) volt-amperes must be equipped with capacitors of 
sufficient rating to maintain a minimum of ninety pcrccnt (YO%) lagging powcr factor. 

E. Company installation and removal of metering equipment to measure power factor will be at the discretion of the Company. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

INTRODUCTION. 

Please state your name and address. 

My name is Craig A. Jones. My business address is 88 East Broadway Blvd., Tucson, 

Arizona 85701. 

By whom are you employed and what are your duties and responsibilities? 

I am employed by UNS Energy Corporation (“UNS Energy”) and Tucson Electric Power 

Company (“TEP” or the “Company) as the Manager of Pricing. UNS Energy was known 

as UniSource Energy Corporation before a name change that took effect on May 4, 2012. 

As the Manager of Pricing, I am responsible for various rate-related matters including 

monitoring and coordinating the determination of revenue requirements, customer pricing 

options and support and the rate structures for all the regulated subsidiaries of UNS 

Energy, including TEP, UNS Electric, Inc. (“UNS Electric”) and UNS Gas, Inc. (“UNS 

Gas”). This includes overseeing the development of the cost-of-service analysis and rate 

design in general rate cases. 

Please describe your educational background. 

I graduated from the University of Missouri - Columbia in December 1980 with a Bachelor 

of Science Degree in Agricultural Engineering. In May 1981, I received a Bachelor of 

Science Degree in Agricultural Mechanization. I have completed much of the course work 

required for a Master’s Degree in Agricultural Engineering at the University of Missouri - 

Columbia. I am qualified as an Engineer-in-Training under the laws of the State of 

Missouri. 

1 
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4. 

Please describe your professional background and experience. 

In February 1983, I joined the Staff of the Missouri Public Service Commission as a Rate 

Engineer. My responsibilities included analyzing and making recommendations relating to 

purchased gas adjustment filings, actual cost adjustment filings, rate cases, certificate of 

service applications, intrastate pipeline applications and applications to establish new local 

distribution systems. I left the Missouri Public Service Commission in December 1994 to 

take a position with the New York State Electric and Gas Corporation (“NYSEG”). My 

responsibilities at NY SEG included establishing prices to be used in “repackaged” contract 

offerings, training co-workers and end-users with respect to the application of new rates 

and service concepts, and complying with Commission filing requirements, including the 

calculation and filing of the monthly gas cost adjustment filings with the New York Public 

Service Commission. 

I left NYSEG in April 1998 to take a position as Rates Manager with Citizens Energy 

Group (formerly Citizens Gas & Coke Utility) (“Citizens”) in Indianapolis, Indiana. In 

March 2004, I was promoted to Manager - Rates and Regulatory Affairs. I was responsible 

for various rate-related matters associated with both the natural gas and steam utilities 

operated by Citizens, including the annual filings for approval of a fuel cost adjustment for 

the steam utility and the development of the monthly gas cost adjustment filings, various 

miscellaneous tariff filings, special contracts, and numerous other rate-related activities for 

the gas and steam utilities, including cost of service and rate design in general rate cases. 

In November 2009, I left my position at Citizens and joined TEP as the Manager of 

Pricing. Since joining TEP, I have submitted pre-filed direct testimony and live testimony 

in the UNS Gas general rate case (G-04204A-11-0158, Decision No. 73142). I have 

active!j: participated in the P&z~r,a C ~ r p ~ r a t i ~ r ,  Commission’s (“ACC” or “Commission”) 

2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q 
A. 

Q.  
A. 

Q. 
A. 

Decoupling Workshops, Line Extension reviews, oversaw UNS Electric’s Compliance 

filings relating to its most recent rate case (E-04204A-09-0206, Decision Nos. 7 19 14 and 

72213), the filing of TEP’s Community Solar tariff and other Pricing and Regulatory 

activities. 

Have you previously testified before any other regulatory agencies? 

Yes. I testified before Indiana Public Service Commission on numerous occasions, 

including in Cause Nos. 41969-FAC01-FAC15, 41969-FAC03(Sl), 41969-FAC06(Sl), 

41605, 41824, 42578, 42726, 42767, 43025, 43463 37399-GCA68, 37399-GCA68(Sl), 

37399-GCA69, and 37399-GCA77. I also have testified before the Missouri Public 

Service Commission regarding rates, tariffs, and certificate applications and in front of the 

Commission in the most recent UNS Gas general rate case, Docket No. G-04204A-11- 

0158. 

,4re you sponsoring any schedules? 

I am sponsoring the “G” and “H” Schedules, which summarize the class cost-of-service 

study (“CCOSS”), rate design, and proof of revenue in this proceeding. 

Could you please summarize your Direct Testimony? 

First, I address the weather normalization and customer annualization adjustments. Both 

of these adjustments reflect test year billing determinants under normal weather and year- 

end customer levels, respectively. The methodology employed for both was approved by 

this Commission in the last TEP and UNS Electric rate cases. 

Second, I discuss the Company’s jurisdictional allocation of both wholesale and 

transmission costs. For wholesale generation related demand and expenses, TEP is 

3 
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requesting the continued utilization of the four coincident peak methodology (“4CP”). The 

Company also requests that its transmission costs be recovered through the Open Access 

Transmission Tariff (“OATT”) rates approved by Federal Energy Regulatory Commission 

(“FERC”). 

Third, I address the Class Cost-of-Service Study (“CCOSS”). A CCOSS is necessary in 

order to determine an appropriate total cost to serve each class. The Company’s study 

utilized both external and internal allocation factors, as well as the Average and Peaks 

Methodology. It shows that the residential and large light & power customers are being 

subsidized by the general service class. While my testimony and rate design recognizes 

this result, the proposed rate design does not fully correct the discrepancy in cost of service 

in this case; rather the Company proposes an initial step towards equitable cost allocation. 

Fourth, I describe the Company’s proposed rate design, including the proposal to simplify, 

modernize and consolidate rates to not only better meet its customer’s needs, but also to 

align it more with similarly situated electric utilities. Mr. David DesLauriers of Black and 

Veatch sets forth a more detailed discussion of similarly situated electric utilities in his 

Direct Testimony. Moreover, in light of significant changes in energy policy since TEP’s 

last rate case, the Company is adjusting its rates and charges to help adapt to the changing 

policy and regulatory environment. 

In light of the CCOSS results, TEP proposes moving its rates towards actual cost of 

service; primarily through elimination of frozen rates and the consolidation, elimination, or 

simplification of other rates. My testimony explains the Company’s need to reduce the 

existing cross-subsidies between customer classes by lowering the percentage increase for 

customers currently paying more than their cost of service, and increasing the percentage 
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increase for customers currently paying less than their cost of service. I also set forth the 

bill impacts of these changes. 

My rate design testimony further addresses: (i) changes to the demand charge, time of use 

(“TOU”) rates, monthly customer charge and partial removal of the municipal and public 

authority discount; (ii) changes to the existing Partial Requirement Service (“PRS”) rates; (iii) 

discussion of a new Economic Development Rate; and (iv) adoption of a new rate for Electric 

Vehicles. 

-7 Fifth I propose two changes to the Purchased Power and Fuel Adjustment Clause 

(“PPFAC”). The Company is proposing to move all he1 and purchase power costs from 

base rates and to recover them entirely through the PPFAC. TEP is also proposing 

multiple PPFAC rates that are differentiated on the basis of on-peak and off-peak, summer 

and winter, and the voltage level at which a customer takes service. I also sponsor a revised 

Pian of Adrninisirdthi (“POA”) the PPFAC io refi~ct the C O ~ E ~ T ~ , ’ S  p ~ p ~ ~ d  

changes. 

Sixth, I sponsor the POAs for three cost recovery mechanisms: (i) the Lost Fixed Cost 

Recovery (“LFCR7) mechanism; (ii) the Environmental Cost Adjustor (“ECA”); and (iii) 

the Energy Efficiency Resource Plan (“EE Plan”), which will use the existing Demand 

Side Management Surcharge (“DSMS”) mechanism for cost recovery. I further describe 

how each cost recovery mechanism will work and the costs each adjustor will recover. 

Seventh, I address Lifeline rates. The Company proposes modifications to its Lifeline 

rates in order to eliminate redundant options and to simplify the remaining rates to more 

effectively serve the Company’s low income customers. The modifications would reduce 
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the 14 multi-leveled percentage discount variations and the 6 fixed discount variations of 

Lifeline rates down to two options, depending on the customer’s current Lifeline rate: (i) a 

15% discount on the customer’s bill or (ii) a flat $8.00 per month discount. TEP also 

proposes to eliminate: the exclusion of Lifeline rates from the PPFAC and DSM 

surcharges; mobile rates; and separate discount rates for seniors and medical. 

Finally, I address three other areas: first, I address the changes to the Company’s 

miscellaneous service fees; second, I sponsor the rate tariffs and the tariff sheet changes; 

and third, I discuss the Company’s request to eliminate or modify certain compliance 

filings and programs, including a proposal to replace the existing Low Income for 

Emergencies (“LIFE”) fund with an annual fixed contribution to the Arizona Community 

Action Association (“ACAA”). 

WEATHER NORMALIZATION ADJUSTMENT. 

What is the purpose of a weather normalization adjustment? 

Weather normalization is a standard adjustment commonly performed in rate cases. It is 

performed to provide a best estimate of test year sales, revenues, and costs as they would 

have been under normal weather conditions. Energy consumption for several TEP 

customer classes is weather sensitive. For instance, a significant portion of energy usage 

in the summer comes from air conditioning load. Some summers, however, are warmer 

than normal and result in the Company selling more kilowatt hours (“kWhs”) and 

receiving more revenues than in a “normal” year. The reverse of this occurs when cooler 

than normal summer weather is experienced. The purpose of weather normalization is to 

“average” out these differences, so one can get a better sense as to what the Company is 

likely to receive in revenues during a normalized year. In other words, the weather 
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normalization adjustment attempts to quanti@ the change in kWh sales and the related 

revenues that would have occurred if the weather in the test year had been typical. 

How is annual usage normalized based on the weather in order to make this 

adjustment? 

A typical industry practice is to use a variable known as heating degree days (“HDD”) to 

measure heating load and another variable known as cooling degree days (“CDD”) to 

measure cooling load. Electric heating requirements are small when average daily 

temperatures are greater than 65 degrees Fahrenheit, and cooling requirements are small 

when the average daily temperatures are less than 75 degrees Fahrenheit. In other words, 

customers will generally have no need for heating when average daily temperatures are at 

or above 65 degrees Fahrenheit, and customers will have no need for cooling when 

average daily temperatures are at or below 75 degrees Fahrenheit. Therefore, a HDD is 

measured by subtracting 65 degrees from the average of the maximum and minimum 

temperature for that day. For TEP a CDD is measured by subtracting 75 degrees from 

the ~ 7 e r 2 g e  ef the z m x i r x ~  zix! minim-cm- temqxr&~re fer that d a y  Negative results for 

both CDD and HDD calculations are set to zero. 

The normal weather for each calendar month is the average monthly HDDs and CDDs 

that have been recorded over the last ten years and reported by the National Oceanic and 

Atmospheric Administration (“NOAA”). Actual CDD and HDD for the TEP service area 

are then compared with the typical or normal weather in this area. This is done for each 

month. 
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Q. 
A. 

Please explain further the weather normalization calculation. 

The method I have used is consistent with the method used in prior electric cases and has 

been accepted and approved by this Commission. To quantify how much electric usage 

changes in response to weather deviating from normal, the statistical technique of linear 

regression analysis is used. Regression analysis is used to estimate how much a 

dependent variable “y” (e.g., average use-per-customer (“UPC”)) changes in response to 

some change in an independent variable “x” (e.g., CDD). This estimate, the slope 

coefficient (rise over run), represents the change in “y” divided by the change in “x.” 

Specifically, the analysis focuses on the average monthly UPC. Regression models 

estimate how much electric UPC changed in response to a change of one CDD. This 

analysis is conducted by month and by customer class. A monthly analysis recognizes 

that the impact on UPC of CDD varies by month. 

When regression is used for weather adjustments, one multiplies the slope coefficient 

(c’nailge in UFC/’dialige iii CDD) by the deviiitioii itlroiii ~ ~ m d  w&her (i.e., the 

difference in normal CDD (“CDDN”) and actual CDD (“CDDA”) (which is: CDDN - 

CDDA)). Note that when actual CDD is more than normal CDD, the calculated 

difference is negative, which is indicative of a warmer than normal month. To normalize 

UPC, a negative adjustment is added to actual UPC and a normalized UPC lower than the 

actual UPC results. In this case, we can say that weather was more extreme than normal 

(i. e., a hotter summer). 

Likewise, when CDDA is less than CDDN, the calculated difference is positive, which is 

indicative of a cooler than normal month. To normalize UPC, a positive adjustment is 

added to actual UPC and a normalized UPC higher than the actual UPC results. In this 

case, we can say that weather was less extreme than normal (ie.,  a cooler summer). 
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2- 
9. 

a. 
4. 

Q. 
A. 

The result of this calculation is the weather adjustment in k w h  per customer. To obtain 

the total monthly weather adjustment, the weather adjustment per customer is simply 

multiplied by the annualized number of customers by month. 

Was the weather normalization adjustment performed for all classes? 

No. Weather normalization calculations were performed only for weather-sensitive 

classes, as identified through regression analysis. The weather-sensitive classes for TEP 

are residential, commercial, and large general service. Regression analysis revealed no 

statistically significant relationship between usage and weather for the industrial, mining, 

or public street lighting classes; therefore, no weather adjustment is proposed for these 

classes. 

Whzt did p u r  ca2calations show’! 

Overall, weather was more extreme than normal during the test year (ie., warmer in the 

summer, on average). Therefore, sales were slightly higher than normal resulting in a 

“negative” adjustment to sales volumes. 

What was the effect of weather adjustments on test year revenues? 

Because sales during the test year were slightly higher than normal due to the weather, it 

is necessary to make negative adjustments to reflect a “normalized” level of sales. The 

net result of these weather normalization adjustments was to adjust the total actual 

revenues downward. The weather adjustment is a negative $7,573,805. 
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[II. 

0- 
4. 

Q. 

A. 

CUSTOMER ANNUALIZATION ADJUSTMENT. 

Please describe the customer annualization adjustment. 

The customer annualization adjustment restates the number of test year bills and volumes 

to be consistent with the number of customers on the system at the end of the test year. 

The method the Company is proposing to use is the same method that has been approved 

by this Commission in prior electric rate cases. The early months of the test year 

typically reflect more adjustment in the number of customers. For instance, the first 

month of the test year must be adjusted for 11 months of growth to reach adjusted test 

year end levels, whereas the eleventh month of the test year only requires one month of 

adjustment. Adjustments to the monthly volumes were made by multiplying the monthly 

customer differences by the normalized UPC for the month. 

Why is your customer annualization adjustment reflective of test year-end customer 

values, as opposed to some other adjusting point? 

The customer annualization adjustment - when added to normalized billing determinants 

- should result in adjusted billing determinants that will accurately reflect the bills and 

volumes during the time rates will be in effect. Even when a small positive growth in the 

number of customers is experienced in the test year, and if the last month of the test year 

reflects a customer count at or close to the test year maximum, then making adjustments 

to reflect values at test year-end is appropriate. Under the conditions described above 

and existing in this case, there is a nominal positive growth rate in the number of 

customers, and the last month of the test year reflects a customer count at or statistically 

close to the test year maximum. Therefore, the year-end adjustment technique results are 

the most accurate method to determine what sales will be for the time rates are in effect. 

Also, adjusting to year-end values provides a larger reduction in the rate increase versus 
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adjusting to other test year levels, such as a mid-year level. Accordingly, the year-end 

technique therefore is most effective in mitigating the rate increase TEP is requesting in 

this application. 

What is the effect of the customer annualization adjustment on test year sales 

volumes? 

The customer adjustment is a positive 26,73 

adjusted kWh sales of 9,285,593,241 kWh. 

,275 kWh. This is approximately 0.3% of 

Why does the customer annualization adjustment have an impact on test year 

revenue and costs? 

As I mentioned above, even small positive customer annualization adjustments affect the 

number of customers, kWh consumed, and can also affect kW demand. Any increase, 

even a small one, means that adjusted billing determinants will be adjusted upward. So, 

increasing these billing determinants increases both adjusted revenues and expenses. 

More specifically, incremental customer growth will increase revenue and variable (as 

opposed to fixed) expenses. In this case, incremental net margin (the difference in 

revenue and variable expenses) is positive. Therefore, because the incremental net 

margin is positive, that will increase the total operating income and reduce the total 
revenue requirement. The reduction in the revenue requirement associated with the 

customer annualization adjustment is $4,608,005 (i.e. the added customers and associated 

revenues add to the test year revenues thereby reducing the overall revenue deficiency 

and the resulting increase in rates the Company has requested). 

However, as part of analyzing the impact of customer-related changes, one must also 

consider there are a number of customers who changed tariff rates during the test year. 
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IV; 

a. 
4. 

Q. 
A. 

Because these changes were to rate schedules that generate less total revenues for the 

same level of test year kWh or kW, they result in a reduction to the test year's revenues 

increase the requested increase to rates. The result of these tariff changes is a decrease to 

test year revenues of $4,956,294. 

The net effect of these proposed customer adjustments increase the amount of the rate 

increase by $348,289 relative to what it would have been absent the customer 

annualization adjustment and customer tariff changes. Corresponding expense 

adjustments are addressed by Mr. Dallas J. Dukes in his Direct Testimony. 

JKTRJSDICTIONAL AT,T.OCATION OF COSTS. 

A. Wholesale Allocation. 

Please describe the wholesale energy jurisdictional allocation process. 

Under the Commission's current ratemaking treatment, the jurisdictional allocation 

methodology is employed to assign costs to either state or federal jurisdictions. FERC 

regulates TEP's wholesale power sales, while the Commission regulates retail sales. For 

ratemaking purposes, rate base and expenses are separated by assigning and allocating 

elements of these costs to each jurisdiction. The costs are allocated by using a demand or 

energy allocator, based on a simple view of cost causation. 

What allocation factor is used to allocate generation-related demand and expense? 

TEP used the 4CP which is the methodology used in our prior rate cases and accepted 

and approved by the Commission. FERC has also accepted this methodology. Of the 
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Q. 
A. 

Q. 

A. 

2- 
9. 

coincident peak approaches, the 4CP approach is appropriate for a system most likely to 

peak in the months of June through September. 

Please explain the 4CP allocation. 

Coincident peak demand determines the maximum capacity of the system. It is the 

demand of each jurisdiction at system peak that determines each jurisdiction's use of that 

capacity. However, the exact timing of the system peak cannot be predicted with 

certainty. Therefore, the system is designed to meet peak demands in any given 

timefi-ame in the months of June, July, August and September when the peak may 

reasonably occur. The demand allocation factor separates costs and rate base for 

generation demand by recognizing the demands in all those periods when the peak may 

occur. 

What is the basis for saying that the TEP system is most likely to peak in June 

through September? 

Since January 1991, the annual retail peak demand has occurred three times in June, eight 

times in July, ten times in August and at least twice in September in the years prior to 

199 1 based on prior testimony in earlier rate cases. Furthermore, in recent years the retail 

peak has always occurred in June, July, August or September. This is the basis for TEP's 

conclusion that the peak will occur during these months. 

How was the 4CP allocation factor for the ACC jurisdiction determined? 

The allocation factor of 93.85% is based upon the average of the measured four summer 

monthly peaks during the summer of 201 1. The computation was based on the following 

factors: 
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Q. 

9. 

Q. 
A. 

1. 

2. 

3. 

4. 

The retail component for allocation purposes is computed by dividing the retail 

peak by the total system load. The result in this case is a 93.85% allocation. 

Total average, hourly, peak system firm load for the four summer months of 201 1 

was 2179 MW. 

The average of the four summer month retail peaks was 2045 MW. 

The average FERC jurisdictional load is equal to the difference between the 

average system peak and the average retail peak, which is 134 MW. This load is 

comprised of a 100 MW sale to Salt River Project, a 29 MW sale to Navajo Tribal 

Utility Authority and a five (5) MW sale to Tohono O’odham Utility Authority. 

What allocation factor is used to allocate generation-related energy rate base and 

expense? 

Energy related expense is allocated using pro forma adjusted test year firm energy 

deliveries to the retail jurisdiction and test year wholesale deliveries, both adjusted for 

losses. The computation was based on the following factors: 

I .  

2. 

Pro forma adjusted retail sales adjusted for system losses were 10,259.2 GWh. 

Wholesale sales adjusted for system losses were 1,072.3 GWh for the period 

ending December 3 1,20 1 1. 

Dividing the retail sales by the total sales results in 90.54% - the percentage that is 

allocated to ACC jurisdiction. 

3. 

The remainder is allocated to FERC jurisdiction. 

B. Transmission. 

Please describe the OATT. 

The OATT is a rate approved by the FERC that is applicable to TEP’s transmission and 

ancillary services. It is divided into an Extra High Voltage (“EHV”) and a non-EHV 
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Q. 
4. 

Q. 
A. 

V. 

Q. 
A. 

portion. TEP’s ACC-jurisdictional retail customers use both systems to bring energy from 

the source to the TEP distribution system. 

Please describe how the OATT rate is used. 

Consistent with the treatment in TEP’s last rate case, the Company proposes that retail 

customers continue to pay transmission costs based on the FERC-approved rates. 

Transmission expenses have been calculated based on the FERC-approved OATT rates 

and the retail jurisdiction’s demand billing determinants. 

Is the OATT rate included in the customers’ bills? 

Yes. For each class of service, a simple rate per kWh is calculated. These energy rates 

are based on the demand rates in the FERC OATT, but are applied to the customers as 

part of their bill when demand billing determinants are not available on a customer by 

customer basis. 

CLASS COST OF SERVICE STUDY. 

What is the purpose of a CCOSS? 

The purpose of a CCOSS is to assign each cost component to the respective classes in 

order to determine an appropriate total cost to serve each class. A cost component may 

be one of three things: (1) an individual rate base or expense account as defined in the 

FERC Uniform System of Accounts; (2) a portion of a single FERC account (e.g., the 

“coincident peak demand-related” portion of an account), or (3) some composite of 

accounts. An example of a single FERC account is Account 364, which is a rate base 

account for distribution and overhead lines (aptly named Distribution - Overhead Lines). 
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2. 
i. 

a. 
4. 

What are the steps in designing a CCOSS? 

There are three basic steps involved in developing a CCOSS. Those steps are: 

functionalization, classification, and allocation. Functionalization involves grouping cost 

components by purpose or function. Some examples of functions include transmission, 

distribution-primary lines, metering, and meter-reading. The CCOSS presented by the 

Company in this proceeding identifies over twenty different functions. The next step, 

classification, involves identifying each function as demand-related, energy-related or 

customer-related. The final step, allocation, involves apportioning each cost component 

to the classes of service (e.g., residential, commercial and industrial). However, the 

Company for this rate case has identified the costs associated with each primary rate 

class, not each of the sub-classes. This was done because the Company intends to 

simplify and consolidate rates and did not attempt to distinguish the minor differences 

between the sub-classes where customer usage profiles were similar. 

Please describe how cost components are classified for purposes of the CCOSS. 

Costs classified as demand are most affected by the level of kW by class. Demand- 

classified costs are either coincident, meaning that they occur at the same time, or non- 

coincident, meaning at times that may vary. Coincident demands tend to be more 

correlated with cost at the production level. In other words, coincident demands address 

whether there is purchased power and generation capacity for TEP’s entire system needs. 

Consequently, non-coincident demands become more correlated with cost as we move 

downstream though the distribution system to the end-users. 

Costs classified as energy are most affected by kWh by class. The energy classification 

can be either time-of-day (e.g., on-peak and off-peak) or non-time-differentiated. Finally, 

costs classified as customer are based on class customer counts - either non-weighted 
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Q. 
A. 

Q. 
A. 

counts or weighted counts. Weighted counts take into account not just the number of 

customers but the level of costs imposed by the customers. In dealing with billing costs, 

for example, a residential customer may defined as one “weighted customer” and an 

industrial customer that costs twenty times as much to meter would count as twenty 

“weighted customers.” 

Please describe the allocation step in designing a CCOSS. 

As I stated above, allocation involves assigning each cost component to the different 

classes of service, including residential, commercial and industrial. Each function has a 

single allocation factor that applies to all cost components in that function. The 

allocation factor should be based upon an equitable method that harmonizes the cost- 

causation with the functional cost being considered. In other words, the allocation should 

be done in a way where the cost-causation for the functional cost considered is properly 

identified. 

Please describe the CCOSS model used in this proceeding. 

The model, created in Microsoft Excel, starts with sorting cost components by function, 

known as functionalized costs. The model presents functionalized and classified costs 

vertically (i.e., in rows down the spreadsheet) and the allocation of costs to rate classes 

horizontally (i.e., in columns across the spreadsheet). Each functionalized and classified 

cost is then fully allocated to the customer classes. The percentage of a given cost 

allocated to a specific class will depend on the function and its associated allocation 

factor. A cost associated with billing customers, for example, should be allocated so that 

it reasonably approximates the cost of billing the customers by class. As mentioned 

above, a weighted customer basis would be used to derive a factor that reflects both the 

number of customers by class and the level of costs each customer class imposes. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Are there different types of allocation factors? 

Yes. Some allocation factors used are “external” allocation factors. External allocation 

factors are determined independent of the magnitude of specific costs in the CCOSS. 

That is, the external allocation factor is developed in an analysis separate from the 

CCOSS. An example of an external allocation factor is the distribution substations - 

demand sub-transmission allocation factor, which is the factor used for the allocation of 

distribution substations component of distribution plant. This factor is further 

functionalized as demand sub-transmission and is based on class non-coincident peak 

demands. 

Another external allocation factor - the Demand Production allocation factor - is based 

on the Average and Peaks Method. This method is also described in more detail below. 

Are there also internal allocation factors? 

Yes, an internal allocation factor is calculated within the CCOSS model and is dependent 

on the cost componeiits found therein. For example, Deferred Taxes and Tax Credits are 

allocated based on Total Plant in Service. Total Plant in Service is a composite of 

different plant categories (e.g., transmission, distribution). To the extent that plant 

categories are allocated differently, the Total Plant in Service allocator will vary based on 

the level of different plant types of net plant. Total Plant in Service, like all internal 

allocation factors, is a weighted average of other allocation factors. The relative sizes of 

cost components determine the weights in the weighted average. 

Is there a listing of allocation factors? 

Yes. Allocation factors are listed in Schedule G-7. As shown, some factors are 

“customer-related.” Studies on metering, services, meter reading, customer service and 
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Q. 

A. 

Q. 

A. 

billing provide the basis for the customer-related factors. Additionally, there are factors 

based on labor costs, throughput, or internal factors based on individual or aggregate 

costs. 

Please describe the Average and Peaks Method. 

The Average and Peaks Method provides the basis of allocating for the largest cost 

component - production and transmission-related costs. This method has also been 

approved by the Commission in previous TEP rate cases. The Average and Peaks 4CP 

factor is made up of two components: an average demand component (with a percentage 

weight of the system load factor) and a peak demand component (with a percentage weight 

of one minus the system load factor). The average demand component was calculated by 

dividing the number of hours in the test year into the loss-adjusted energy. The peak 

demand component was calculated as a combination of coincident peak demands (time of 

system peak) from June, July, August, and September of the test year. The system peak 

during a period of twelve consecutive months occurs with greatest likelihood in these four 

summer months. 

Does this methodology recognize differences in base-load versus other types of 

capacity? 

Yes. This is because the allocator includes the peak component to recognize that the 

system must have adequate capacity to satisfy demand at the time of the peak, and that 

classes of customers should receive some allocation of costs reflecting contribution to this 

peak. But the allocator also includes the average demand component to recognize that 

different types of capacity - base-load, intermediate and peaking capacity - are installed 

depending on energy use and the duration of load. Base-load capacity has a relatively high 

capital cost, but a relatively low running (incremental operation and maintenance, and fuel) 
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cost. Consequently, the average total cost per kWh, which is the sum of capital cost and 

running cost, from base-load capacity falls as the utilization of the base-load capacity 

increases. 

Peaking capacity, on the other hand, has relatively low capital costs and relatively high 

running costs. As a general rule, a system with a low load factor (peak demand high 

relative to average demand) will have more peaking units, and a higher load factor system 

will have more base-load units, other things equal. Typically, higher load factor 

customers’ energy use helps support the addition of base-load capacity. The average 

demand component of the production allocator reflects the impact of energy use on the mix 

of capacity and its cost. 

Is the Company’s overall allocation approach consistent with past approaches 

approved by the Commission? 

Yes. Allocations for the production and transmission functions, and the use of weighted 

customers for billing, metering and meter reading match the approach approved by the 

Commission in TEP’s last general rate case. 

What is the final objective of the CCOSS? 

Based on allocated costs, the goal is to confirm the extent to which present and proposed 

rates generate revenue that recovers costs and provides for a reasonable return on 

investment per customer class. The term “cost” covers both expenses (including taxes) 

and the return on investment. The total cost to serve a particular class varies depending 

on its  customer^' individual and combined consumption characteristics, installed 

facilities, labor, and other capital needed to reliably and safely serve customers in the 

class. 
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A. 

If the proposed rates produce class revenues resulting in each class earning its required 

return on invested capital, we say that “parity” has been reached. This is typically 

characterized as a “return index” (actual return/ required return) of one (100%) for each 

class. The CCOSS is designed to clearly present the costs and the allocation factors 

applied to the costs. The cost model also includes sections summarizing costs, a list of 

the allocation factors, and a revenue requirements summary. The “G” Schedules of the 

filing are assembled using the results of the CCOSS. 

During the rate design process, did you achieve parity? 

No. The Company attempted to achieve parity where possible, but due to the principle of 

gradualism, we had to make some reasonable adjustments. The impact on customers 

must be compared with the benefits of moving to fully cost-based rates. This approach 

moderates what would otherwise be even larger percentage differences in the rate 

increases some classes would experience. In other words, we balanced the future need to 

move each class towards rates that are more reflective of cost of service while 

recognizing that such a move must be tempered with other factors like gradualism, and 

the avoidance of “rate shock”. Some classes will be affected more than other classes 

because those classes have been paying rates that are currently being subsidized by other 

customers. The Company is attempting to move in the general direction of parity 

between classes, but to truly achieve this worthy goal will likely take a few more rate 

cases. Achieving parity is hampered by the fact that TEP has only had one general rate 

case since 1996 to adjust its base rates. Because this problem has occurred over a very 

long period of time, the Company is not suggesting that the solution be implemented 

overnight. 
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RATE DESIGN. 

A. Overall Obiectives of Updated Rate Design. 

What are the Company’s objectives in rate design? 

Currently TEP has over 50 retail service rates with multiple variations offered in many of 

the classes. The Company’s rate design objectives are to consolidate, simplify, and 

modernize these rates for several key reasons. 

First, many of these rates are only nominally different and provide little, if any 

incremental benefit through the numerous options. 

Second, the myriad of rates add unnecessary confusion for many customers, increase 

costs associated with necessary modifications to the billing system and require additional 

education of both internal personnel and our customer base. The following chart 

compares the number of TEP’s residential rates to the average number for comparable 

utilities: 
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#of Residential Rates 

As the chart demonstrates, there is a daunting array of choices that is well above the 

national average. So many choices have prevented customers from potentially choosing 

a more beneficial rate, which is most clearly seen through the Company's experience 

with TOU rates. When 18 additional TOU' rates were added in the Company's last rate 

case, TEP experienced an increase of only approximately 2,000 TOU customers, 

resulting in a total of approximately 10,000 TOU customers at the end of the current test 

year. Figuratively speaking, the numerous choices create risk and uncertainty for 

customers apparently paraIyzed many customers resulting in a very small increase in 

participation. By consolidating and simplifying the tariffs, TEP hopes to reduce the 

customer confusion and encourage customers to consider their rate options. 

The new rates added in the last rate case were 5 residential TOU rates R-70NE3, R-70NC, R-70ND, R-201BN and R- 
201-CN, each with two Lifeline rates applicable to each of them, and three general service TOU rates for a total of 18 
rates. 

1 
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The Company’s proposed consolidation of rates also will eliminate rates that do not have 

many participants. For example, Rates LGS-85F, LGS-85AF7 LLP-90F and LLP-90AF7 

all frozen, only had 8, 16, 4 and 2 customers on them, respectively. These rates will be 

eliminated by rolling the customers into the equivalent open rate. Such simplification 

and consolidation makes sense for these classes and for other rate classes like the 

residential class, where proportionately the participation is small considering the number 

of options. TEP proposes to make appropriate changes to consolidate the rates in those 

areas as well. All of these changes are designed to simplify rates in order to better serve 

our customers. 

Third, many of the rates, particularly the “frozen” rate schedules, do not accurately reflect 

the costs associated with establishing a new rate and maintaining existing rates. The 

Company has estimated that it costs between $30,000 and $60,000 to establish a new 

rate, depending on its level of complexity. While this is considered a “sunk” cost, the 

cost of maintaining and implementing these rates is not, as it includes the time and money 

needed to educate customer service personnel, conduct regular bill testing, add system 

enhancements, and modify accounting and reporting documents. These rate variations 

result in customer confusion and impose additional and unnecessary costs on TEP, which 

are ultimately borne by the customer as part of their rates. 

Fourth, the “frozen” rates do not benefit the customer in the long-term because at some 

point, rates must be moved toward the cost of providing service and the longer that 

movement is postponed, the larger the impact on the customer will be when the rate is 

ultimately adjusted. The Company’s proposal to eliminate frozen rates and consolidate 

other rates where possible is prudent and reasonable. It is the Company’s opinion that 
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Q. 

4. 

Q. 
A. 

some movement toward actual costs in every rate case is more palatable to customers 

than postponing the inevitable and then adjusting rates all at once. 

Are there other reasons justifying the need for TEP to update and modernize its 

rate schedules? 

Yes. In addition to the reasons outlined above, TEP’s proposed rate design has two 

secondary objectives: (1) to better align the Commission’s policies with Company’s need 

for fixed cost recovery; and (2) to reduce existing cross-subsidies between customer 

classes. To meet these objectives, the Company proposes: (1) a lower percentage rate 

increase for classes paying significantly more than the system average return on plant; 

and (2) a higher percentage rate increase for classes paying significantly less than the 

system average return on plant. Exhibit CAJ-1, which I discuss in more detail below, 

sets forth average annual bill impacts for each of the different rate classes. 

What was the primary concern in developing the Company’s rate design proposals? 

As we analyzed each of the proposed rate design changes and evaluated their potential 

impacts on customers, we had to develop a complete understanding of how these changes 

would affect revenues. To best determine the true impact on the customer and Company 

revenues, we went to great lengths to determine the appropriate levels of billing 

determinants. It was absolutely essential that we had a complete understanding of the 

billing determinants as we modified provisions within the tariffs. For TOU rates, for 

example, we evaluated how each individual class’ consumption occurred in each hour of 

each day. Further, for the Demand Charge, we evaluated how changes from l-hour 

measurements would differ from 15-minute measurements, and how the billing 
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Q. 

A. 

determinants would change as the ratchet2 was changed from a range of 50%-66% to 

1 OO%, since there were so many different variations. 

In performing each of these evaluations, we calculated how each rate would need to be 

changed in order to effect a revenue-neutral impact on each class with these new billing 

determinants. This evaluation was done by class and by rate component. 

Please provide a basic example as to how an adjustment to the demand ratchet can 

result in a revenue-neutral change. 

Assume a customer’s measured demand was 100 kW in a given month. If a 66% ratchet 

is applied, the customer may have a 66 kW billed demand for that month that would be 

used for billing in a subsequent month. The customer class with a 50% ratchet might 

have a 50 kW billed demand for that month that would be used for billing in a subsequent 

month. Under the Company’s proposal, the customer would have a 100 kW billed 

demand for the same month. Assuming the objective is to capture $1,000 in that month 

based on the customer’s actual measured demand of 100 KW to be revenue neutral, you 

wni~ld have to charge $10 per kW for the 100% ratchet variation. $20 per kW for the 50% 

ratchet variation and $15 per kW for the 66% variation. In all scenarios the customer 

pays $1,000 and the Company’s revenue is $1,000. This evaluation was performed for 

each billing component the Company is proposing to change. 

A ratchet is a billing provision under which the Demand Charge for each month is based on the highest measured or 
billed demand over a period of time in the previous year. This mechanism minimizes risk of not recovering fixed 
costs and properly compensates for the year-round expenses incurred to provide service to a customer. 
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What must be considered with respect to whether the ratchet and billing 

determinants result in just and reasonable rates? 

First, in developing these proposed modifications, a thorough analysis must be performed 

to best ensure that the impacts on the customer are understood and the proposals are fair 

and equitable. Second, in the event even one of the design parameters is changed by 

settlement or Commission Order, the billing determinants and ratchets must be 

reevaluated. 

For example, using the basic example above, if the Commission wanted to modify the 

Demand ratchet, but does not adjust the rate proportionately, the Company would 

experience an enormous shortfall, resulting in the rates not being just or reasonable. The 

Company has proposed a 100% ratchet be applied to the measured demand and has 

proposed an appropriate rate based on the determinants that are generated under that 

assumption. While changing fi-om a 50% to a 100% ratchet will not necessarily double 

the actual billed demand units, the impact can be illustrated by this overly simple 

assumption. Thus, if proposed rates are designed to capture a $1,000 in total revenue and 

the determinants are cut in half without increasing the rate proportionally, the Company 

may only realize $500 of revenues. Applied to a large segment of customers, this would 

deny the Company any reasonable opportunity of earning its approved rate of return. 

In summary, if any change is made to a rate design component, an equivalent review and 

modification of an appropriate change in billing determinants must be made to the 

revenue proof to assure the revenue proof reflects the appropriate recovery of revenues. 
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B. Specific Rate Design Changes. 

Please discuss the general rate design changes you have proposed. 

TEP proposes an increase in monthly customer charges to levels that better match the true 

customer-related costs, as indicated by the CCOSS. The need to ensure that service is 

available (including having the distribution infrastructure in place) does not change if the 

customer decides not to use energy on a given day. This is why the majority of TEP’s 

costs are fixed in nature. 

Does the existing rate design, which recovers a significant portion of the fixed costs 

through volumetric energy charges, create problems other than revenue instability? 

Yes. First, the collection of significant fixed costs through energy charges places a 

disproportionate burden on the larger energy users, on average, who pay more than their 

fair share of fixed costs. Even though a higher load factor customer is using the system 

more efficiently than a low load factor customer, having a larger proportion of the fixed 

costs in fhe energy rate Wiii resuit in fnat higher load factor customer paying a 

disproportionate amount of the system cost. If the Company can shift revenue collection 

away from energy charges, it can reduce the cross-subsidization that occurs when usage 

within customer classes varies significantly. 

Second, an over-dependence on fixed cost recovery through volumetric energy charges 

creates an economic disincentive for the utility to promote conservation, energy 

efficiency (“EE”), and distributed generation (“DG”). If margin is collected primarily 

through usage (volumetrically), the associated reduction in sales significantly erodes a 

utility’s ability to earn its authorized rate of return. 
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What costs should be included in the monthly customer charges? 

The basic customer charges are a good staiding point to identify what should be included 

in the customer charge for each class, but does not tell the whole story. These basic 

charges are limited to metering, meter-reading, service (service drop) to the specific 

customer, and customer service and billing. While these costs should be included in the 

customer charge and may be used as the guide to what the customer charge should be for 

classes with Demand Charges, they are not sufficient for classes without a Demand 

Charge. 

Why is it necessary for demand costs to be included in monthly customer charges 

for non-TOU rates? 

Without some level of demand-related cost bcing includcd in the customer charge for 

classes without a Demand Charge, a disproportionate amount of the Company’s fixed 

costs must be recovered in the energy charges. Consequently, if customer energy usage 

falls, the Company will not have a reasonable opportunity to earn its authorized rate of 

return. This will only be exacerbated as energy efficiency becomes more prevalent in the 

future. The rates must be modified accordingly to include fixed costs in the monthly 

customer charges in order for the Company to encourage EE and DG. Specifically, 

because the residential and small general service classes currently do not have a Demand 

Charge, the cost of at least some of the demand-related items (such as transformers and 

distribution conductors) should be included in the monthly customer charge. 

Why does TEP prefer increasing the monthly customer charges over further 

increasing the energy (per kWh) charges to recover fmed costs? 

For many of the rate classes, TEP currently collects the bulk of its fixed costs through an 

energy charge, which is a conceptually flawed rate design. This is because the bulk of a 
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utility’s costs are fixed and do not vary with the quantity of energy the customer uses on 

a given day. The Company is in the business of providing safe and reliable energy 

service. This means that facilities and personnel must be in place to ensure customer 

demand is met - 365 days a year, no matter where the service is requested in the 

Company’s service territory. In short, the Company earns a regulated rate of return on its 

infrastructure used to provide reliable electrical service. The obligation to provide that 

service (including having the distribution infrastructure in place) does not change if the 

customer decides not to use energy on a given day. This is why the majority of TEP’s 

costs are fixed. 

Periodic variation in energy consumption has limited impact on the true, non-fuel cost of 

serving customers. Most non-fuel costs are fixed and will ultimately pr0duc.e a mismatch 

between costs and revenues when a substantial portion of the revenues are recovered 

through weather-sensitive sales. Increasing customer charges helps to address this 

disparity. When customer charges are increased, energy charges are decreased (holding 

revenue requirement and other factors constant). Customer charge revenue stays 

relatively constant within a given month - despite weather variations, conservation 

efforts or (in the short run) economic activity. Consequently, customer charges provide a 

relatively stable and predictable source for funding fixed costs, which constitute the bulk 

of a utility’s margin costs. 

Additionally, as discussed in the Commission’s decoupling workshops, an increase in 

customer charges will have the effect of minimizing any adjustment that will be passed 

through a decoupling mechanism. This has the effect of stabilizing rates for all 

customers. Further, the Commission policy of EE is at odds with the current rate design 
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Q. 

A. 

Q. 

A. 

for TEP as the Company currently depends significantly on increased consumption to 

recover its fixed costs. 

Does the existing rate design, which recovers a large portion of the fixed costs 

through volumetric energy charges, create problems other than revenue instability? 

Yes. First, the collection of significant fixed costs through energy charges places a 

disproportionate burden on the larger energy users, who on average pay more than their 

fair share of fixed costs. Even though a higher load factor customer is using the system 

more efficiently than a low load factor customer, having a larger proportion of the fixed 

costs in the energy rate will result in that higher load factor customer paying a 

disproportionate amount of the fixed system cost. If the Company can shift revenue 

collection away from energy charges, it can reduce the cross-subsidization that occurs 

when usage within customer classes varies significantly. 

Second, an over-dependence on fixed cost recovery through energy charges creates an 

economic disincentive for the utility to promote conservation, EE, and DG. If margin is 

collected primarily through usage (volumetrically), the associated reduction in sales 

significantly erodes a Company‘s ability to earn its authorized rate of return. 

Mr. Jones, will the Company’s proposed rate designs guarantee it the ability to earn 

its authorized rate-of-return? 

Absolutely not. The Company’s rate design hardly guarantees achieving its authorized 

rate-of-return (“ROR”). For the majority of TEP’s customers, a significant percentage of 

margin (non-fuel revenue) recovery will still be collected through the energy charges 

(volumetric or per kWh). For example, TEP’s residential rate R-01 (which is the rate 

responsible for approximately 40.1% of the system margin revenue) nearly 83% of 

Corrected page - 8- 17- 12 31 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
* ,  
1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q. 

A. 

classes’ margin currently is collected through energy charges. This is reflective of the 

small general service class as well, and the small general service class accounts for 

another 24% of the Company’s marginal revenues. This large allocation of fixed cost to 

an energy charge potentially causes large swings in the amount of revenue collected to 

capture the Company’s authorized rate-of-return. Warm summer weather could result in 

an over-recovery and cool summer weather will result in under-recovery of margin 

revenues. Of course, any conservation effort or decreased use per customer will, by 

design, result in under earnings for the utility. Further, even with a three-year rate-case 

cycle, factors such as operating costs, material costs, and plant expansions have 

consistently increased. These factors work against the Company’s ability to earn its 

autliorized rate-uf-return. 

While not guaranteeing a ROR, the Company’s proposal to gradually increase monthly 

customer charges mitigates the impacts caused by these factors. 

1. Residential Rates. 

a. Monthly Charge. 

How do TEP’s current residential monthly customer charges compare to other 

Arizona electric utilities? 

The Company’s residential customer charge covers a smaller portion of fixed costs than 

the residential customer charges of other electric utilities in Arizona. TEP’s residential 

customer charge is only $7.00 or $8.00 per month, depending on the rate the customer is 

on. In contrast, Arizona Public Service Company (“APS”), Trico Electric Cooperative, 

Inc. and Salt River Project (“SRP”) have customer charges ranging from $8.50 to $19.00 
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Q. 

4. 

Q. 

A. 

per month, with TOU customer charges consistently greater than $15.00 per month. 

Some of these utilities also have a Demand Charge that applies in addition to the 

customer charge. Considering that all electric utilities incur similar costs to serve 

residential customers, and that those fixed costs would typically exceed even the higher 

customer charges approved in Arizona, given the disparity, TEP’s current monthly 

service charge should be raised significantly. Although the Company realizes the full 

difference cannot be fully addressed in a single rate case, it is imperative that the issue 

begin to be addressed now with further attention in future rate cases. 

Mr. Jones, with that background in mind, what increase is TEP proposing to the 

residential monthly customer charge? 

In an effort to begin the move towards more appropriate monthly customer charges for 

the residential and small general service rate classes, TEP proposes to increase residential 

customer charges from the current $7.00 and $8.00 per month to $12.00 per month for the 

standard residential customer and $15.00 for all residential TOU customers when new 

rates are implemented. The proposed customer charge is still only 22% of the $55.00 

customer and demand charges identified by the CCOSS for the residential customer and 

the charge is still well below monthly customer charges that this Commission has 

previously approved for other electric utilities. 

Will the gradual increases in the monthly customer charges also smooth out through 

the Company’s proposed LFCR mechanism? 

Yes. Besides reflecting sound rate design principles, increasing these customer charges 

will also help to mitigate the amount of lost revenues to be recovered in the newly 

proposed LFCR described below. This is because as the fixed charges are increased, the 

volumetric charges are proportionally decreased for each rate class. Further, because the 
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A. 

Q. 
A. 

energy rate is lower, the total lost margin will be smaller for each kWh lost as the result 

of EE and DG programs. 

b. Volumetric Rate. 

What volumetric rate is TEP proposing for the residential rate classes? 

Schedule H-3 shows the various rates and rate components for each of the Company’s 

proposed rates. For the Residential R-01 rate class, TEP proposes an average overall 

volumetric rate of $0.0660 per kWh (exclusive of purchased power and fuel costs) for the 

standard residential class, resulting in a $0.0078 per kWh increase on the average 

volumetric rate for the R-01 rate. This rate is identified as the “Delivery Rate” on the 

tariffs and is designed to recover the portion of fixed costs not covered by the monthly 

customer charge. 

2. Non-residential Rates. 

a. Monthly Charges. 

What monthly charges is TEP proposing for non-residential customer classes? 

Customer charges for the non-residential classes also need to be increased to amounts 

closer to levels indicated by the CCOSS. TEP is proposing an increase to the customer 

charges for small general service customers for the same reasons as discussed for the 

residential class, because no Demand Charge is in place for this class of customers. The 

proposed customer charge will reflect an increase from the current $8.00 per month to the 

proposed $18.00 per month. 
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Q. 
A. 

For the large general service class the customer charge will be increased from the current 

$371.88 per month to the proposed $900.00 per month. As set forth in Schedule G-6-1, 

line 49, the proposed general service charges are still well below the true costs of 

providing service. These increased customer charges are just and reasonable as they will 

help mitigate existing intra-class subsidies and allow the Company to recover more of its 

fixed costs through a fixed charge. 

b. Volumetric Rates. 

What is the Company proposing. for the non-residential volumetric rates? 

Any remaining authorized revenue requirement allocated to these classes will be 

recovered through an adjustment to the per kWh delivery rate or demand rate for the 

specific class. The volumetric rates vary by class and can be found in Schedule H-3. 

Because many of the larger classes’ rates are currently so low (Rate 90N’s average 

volumetric rate is approximately 60% of the residential rate), the percentage increase 

appears to cause a greater impact than the change in total dollars actually experienced. 

Therefore, we focused on the total per unit rate change. The other classes will receive 

similar rate changes. 

What are the benefits of increasing the monthly customer charge? 

Fixed customer charges help modernize rates by making them more compatible with 

promoting conservation and will help shield the utility’s cost recovery from the losses 

associated with promoting conservation and thereby stabilizing TEP’s financial health. 

This is reasonable and appropriate because most of the Company’s non-fuel related costs 

are fixed. The majority of the Company’s non-fuel related expenses are incurred even 

when consumption decreases; however, under the existing rate design, for many of our 
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A. 

rate classes, much of the fixed cost is recovered through energy charges &e., k w h  rates), 

the revenues the Company receives decreases significantly with the promotion of 

conservation and the related loss of sales. This result is inconsistent with the opportunity 

to earn the allowed return that should be afforded the Company. 

C. Modifications or Elimination of Rates. 

What other rate design changes are you proposing? 

There are several other changes that the Company is proposing. I have discussed many 

of the detailed changes to the following rates in a general manner, but the following rates 

will be changed, or in some cases, eliminated (canceled)? 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

Rate R-01 - elimination of the third tier for usage over 3,500 kwh; 

Rate R-02F - eliminated and blended with R-0 1 ; 

Rate R-20 I AF - eliminated and blended with R-20 1 AN and named R-20 1 AN; 

Rate R-21F - eliminated and blended into the new Rate R-80; 

Rate R-70F - eliminated and blended into the new Rate R-80; 

Rate R-70NB - eliminated and blended into the new Rate R-80; 

Rate R-70NC - eliminated and blended into the new Rate R-80; 

Rate R-70ND - eliminated and blended into the new Rate R-80; 

Rate R-201BF - eliminated and renamed R-20IBN (TOU); 

Rate R-201 CF - eliminated and renamed R-20 1 BN (TOU); 

Rate R-201BN - modified and named R-201 BN (TOU); 

Rate R-20 1 CN - modified and renamed R-20 1 BN (TOU); 

Lifeline Rate R-04 - eliminated and blended into the new Lifeline rate; 

Lifeline Rate R-05 - eliminated and blended into the new Lifeline rate; 

The tariffs that have been eliminated are reflected in Exhibit CAJ-10 as “CANCELED” 
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2. 
9. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

26. 

Lifeline Rate R-06 - eliminated and blended into the new Lifeline rate; 

Lifeline Rate R-08 - eliminated and blended into the new Lifeline rate; 

Rate PS-40 - blended into Rate g5-10 with a grandfathered subsidy; 

Rate LGS-85F - eliminated and blended with LGS-85N; 

Rate LGS-85AF - eliminated and blended with LGS-85N; 

Rate LGS-85N - modified and named LGS-85N; 

Rate LLP-90F - eliminated and blended with LLP-90N; 

Rate LLP-90AF - eliminated and blended with LLP-90N; 

Rate LLP-90N - modified and named LLP-90N; 

Rate PS-43 - modified and blended with g5-3 1; 

Rate GS-51 - eliminated and blended with PS-50; and 

Rate PRS-101 - eliminated. 

1. Residential Rates 

Describe the change for Rate R-01 and R-02? 

For Rate R-01, which is the residential rate for nearly 90% of our customers, we are 

eliminating the over 3500 kWh tier in the energy charge. This tier makes this rate overly 

complex and only captures less than 1% of the overall usage of the class. The Company 

does not believe this tier is necessary. Additionally, the approximate 2,000 water heating 

customers on rate R--02F at fne end of the test year will be rolled into the R-01 rate. The 

change will nearly result in no net impact on those nearly 2,000 water heating customers 

when applying the increase in rates requested in this proceeding. 
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2. 
i. 

Q. 

4. 

Q .  

A 
1 &. 

Describe the changes to the two R-201 rates. 

First, the current standard 201 rate will be a single standard rate (R-201AN). The over 

3,500 k w h  block will be eliminated in this class as well. The new R-201 standard rate 

will be retained as a separate rate from the R-01 rate in order to allow high load factor 

and high EE homes to realize a slightly reduced cost to reflect the benefits they bring to 

the system by using it more efficiently. The existing 201 TOU rates will be combined 

into a single TOU rate (R-201BN) and will be discussed further in the TOU section of my 

testimony. The conditions of service for each of these 201 rates can be found in the tariff 

language. 

Will TEP offer an opt-out option for those customers that do not want an 

Automated Meter Reading (“AMR”) meter that uses radio frequency for meter 

readings? 

Yes. The Company is proposing to add language to the R-01 rate that sets forth the 

charges if a customer chooses to have an AMR meter replaced. 

2. General Service and Large Light & Power Rates. 

What changes is the Company proposing for the general service customers and the 

large light and power customers? 

?..luch like whit the Compmy is pmposing for the residentid ciistomers, the changes for 

general service and large light and power customers are designed to simplify and 

consolidate rates. The Company is proposing to move all similarly-situated customers in 

the formerly “fi-ozen” rates to a single open rate. 
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Q. 

A. 

The Company currently has municipal and public authority rates. These rates 

substantially subsidized, more than 30% on margin in some cases. There is no cost-based 

reason to continue this subsidy. It costs the same to serve a similarly-situated privately 

owned building as it does to serve a municipal building. Therefore, the Company is 

proposing to eliminate the municipal/public service rate and move all municipal 

customers on the cancelled Rate-40 to the Rate-1 0 tariff. However, because municipal 

customers on the Rate-40 have been receiving such a significant subsidy, the Company is 

proposing a reduced subsidy of 16.5% to those customers to help mitigate some of the 

rate impact that would result from moving to cost-based rates. 

CxrrentIy the tariffs inc!??de 2 credit fGr seme of large enstomers if they iiiiiintairi 8 

certain power factor. What change is the Company proposing to this provision in 

the tariffs? 

The Company is proposing to change the way the power factor is applied and billed for in 

the large customer tariffs (Rate LLP-14 and LLP-90). Currently, a customer receives a 

1.3-cent per kW of billing demand credit or charge for each percentage point the 

customer’s power factor is above or below 90% lagging, to a maximum discount of 13- 

cents per kW of billing demand per month. The credit applies up to the point the 

customer reaches a 100% power factor but will not apply to any percentage points in 

excess of 100%. There is a cost associated with any power factor that is below 100% 

lagging. Therefore, the Company is proposing to eliminate the credit and charge for any 

lagging power factor. There will be no credit offered for a leading power factor. 

The Company is not proposing to increase the rate charged for each percentage point. 

We will be reviewing the costs associated with this adjustment and may propose in the 
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next rate case both an increase in the charges and a revision to the method of measuring 

the billing determinants upon which it is charged. 

3. Demand Charges. 

How is the Company proposing to calculate demand charges? 

TEP is proposing a change to the way it calculates the Demand Charges in those rate 

tariffs where a Demand Charge is part of the rate design. This would include the existing 

Rate GS-13 and LGS-14, as well as the modified rates being proposed, LGS-85N and 

LLP-90N. Some of the existing tariffs require a 66% ratchet and others require a 50% 

ratchet. In the interest of consolidating and simplifying rates, the Company is proposing 

to apply one method to all classes. In applying sound cost of service principles, the 

Company proposes to set the ratchet at 100% of the higher of the current month’s 15- 

minute peak demand or the highest 15-minute demand occurring in the prior 11 months. 

This allows high load factor customers to benefit fi-om their usage habits. It does shift 

some of the costs to the lower load factor customers, but that is consistent with sound rate 

making principles. This will also result in some customers in the affected rate classes 

realizing an increase and some realizing a decrease. The rate-per-billing-demand unit 

would be changed to address the change in total billing determinants, but the net effect to 

the Company would be revenue neutral (before applying any approved increase in rates 

f i r  the class) This is simply a proposal to create more equitable rates that are less 

complicated and easier to understand. 
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Q. 

A. 

Q.  
A. 

Q. 
A. 

You mentioned that the Company has modified the billing determinants used in its 

revenue proof to reflect that the 100% ratchet will generate more billing 

determinants, thereby reducing the rate the Company is requesting. If the 100% 

ratchet is not approved, will those billing determinants need to be reduced for 

purposes of calculating the revenue proof? 

Yes and the rates will need to be increased proportionally. To not address this change 

could be devastating to the Company’s revenues. The billing determinants must be 

changed if the 100% ratchet is not accepted or approved, and the rates increased 

proportionally to generate the approved demand-related revenues authorized for each rate 

class. It will require substantial analysis, but cannot be overlooked. 

4. TOU Rates. 

Is the Company proposing changes to its TOU rates. 

Yes. The Company is proposing to make necessary changes to its TOU rates. In our last 

rate case, the Commission adopted additional TOU rates without eliminating other 

similar rates. As a result, TEP now has 30 different TOU rates, 22 of which are for 

residential customers. These rates have different time periods, different shoulder periods 

and different tiered rates. This leads to an unwieIdy number of potential TOU variations 

for customers. As a result, our customers are faced with the daunting task of trudging 

tb!DE& a myri_zd of choices. 

Why are you proposing these changes? 

The complexities resulting from too many TOU variations have limited customer 

participation in these rates, as the number of TOU custoiners has only increased from 

approximately 8,000 (in 2008) to just over 10,000 (as of December 31, 2011). The 
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Company believes that reducing the complexity of TOU rates will result in greater 

participation, which will help reduce peak demand and give customers better control to 

reduce usage at peak times. 

Moreover, the multiple rates are simply not cost-effective for the Company or its 

customers. The Company has quantified the cost of establishing a new rate as being 

between $30,000 and $60,000 depending on the complexity of the rate. In the Company’s 

last rate case, five new residential TOU rates and three general service TOU rates were 

established. To complicate things even more, each of these five new residential rates 

were subject to not only the newly created Lifeline rate, but also to the three “fiozen” 

Lifeline rates since the Commission’s decision to make the “fi-ozen” rates mobile. 

Additionally, there were multiple variations of net-metering options that could be applied 

to any of those new TOU rates. 

The billing system had to be modified to create the five new TOU residential rates for 

each of the four variations, and to create new Lifeline options for the existing residential 

rates. These options more than doubled due to the need to accommodate the net-metering 

options. Even without considering the net-metering options, up to four variations of nine 

different rates meant at least 36 new rates had to be created in the billing system, plus 

three new general service rates. Even using the Company’s lowest estimated average 

cost of $30,000 per new I-&, blli!ding 39 new I-2tes End testing them- res1-llted in 

substantial man-hours and cost. In short, it cost over $1.170 million to implement all of 

these TOU offerings, but only 2,000 (out of approximately 404,000) customers ended up 

choosing one of those offerings. 
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Finally, those costs do not reflect the time required to train customer service personnel to 

learn and explain the new rates, nor does it include the man-hours associated with 

generating accounting and compliance reports associated with the rates. Simplifying and 

consolidating these rates will allow existing TEP personnel to better serve our customers 

and result in cost savings to the Company, and ultimately its customers, by reducing the 

level of costs requested in future rate requests. 

Please describe the propose changes to the TOU rates. 

First, TEP proposes to eliminate all “frozen” TOU rates because they are not cost based, 

and their continuation would not be fair to other customers. We are proposing the 

following: 

1. 

2. 

Rolling R-21 and all of the R-70 TOU rates into one TOU rate (R-80); 

Rolling all of the R-201 TOU rates into a single TOU rate (R-201BN) (the reason 

we are retaining the new.R-201 rate is so that high-load factor and high-EE homes 

can realize a slight discount due to their reduced cost by using the system more 

efficiently) ; and 

For the general service rates, eliminating all frozen rates, leaving only open rate 

tariffs for R-76N, R-85N and R-90N. 

3. 

These three chmges will redixe the ni-im-ber of TOT-J ratites from 17 to five, 

Second, we are proposing specific measures to eliminate customer conhsion and 

encourage customer participation in TEP’s TOU rates. The purpose of a TOU rate is to 

create a rate design that will promote the more efficient use of the system. The current 

rate tiers unnecessarily complicate the billing system and the customers’ bill. Further, 
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Q. 

A. 

their complexity adds too much confusion and inhibits our customers’ willingness to 

choose TOU plans. 

Third, in the interest of simplifj4ng rates, we are proposing to eliminate all shoulder time 

periods and any mid-summer seasonal components. In conjunction with this change, and 

based on the results of the model provided by Black & Veatch, we are proposing to 

widen the peak period in the summer to capture usage between 1O:OO a.m. and 9:OO p.m. 

during the summer, while having two periods in the winter, between 6:OO a.m. and 1O:OO 

a.m. and between 5:OO p.m. and 9:00 p.m. These time periods will be used for all TOU 

rate schedules and will add consistency to our rate tariffs making it easier for our 

customers and employees. 

With less complexity in the rate design and less customer confusion, all customers will 

benefit in the end. It is the Company’s belief that the end result of simplifying and 

consolidating the TOU rates will result in greater participation, which should help all 

customers by avoiding some level of peak period purchases. I have attached Exhibit 

CAJ-2 that summarizes the proposed consolidation of existing rates. 

Did you perform an analysis to determine which hours to include in the peak period 

versus the off-peak period? 

Yes. We used the results from the model Mr. DesLauriers employed. In his Direct 

Testim-my, he describes the i~nderlying rahonale of TEP’s proposed TOTJ rate design, 

which minimizes the variance in hourly costs within periods and maximizes the variance 

between periods. 
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Do you intend make these changes to the TOU customers effective immediately with 

the approval of these rate tariffs? 

No. Upon Commission approval of the new TOU rates, the Company will notify all 

existing TOU customers on eliminated TOU rates that their service will need to change. 

We will educate these customers about the final design of the new TOU rates and provide 

them the option of remaining on the new TOU rate or changing back to any standard rate 

available to them. 

However, it will take the TEP metering department some time to reprogram the meters 

serving our TOU customers. Therefore, the Company proposes that the rates for the 

TOU customers be implemented on a staggered basis as the meters are replaced. Whik 

some equipment is already in place and will continue to be installed as this rate 

proceeding moves forward, it could take four-to-six months after the rates are approved 

to make all of the changes final. Therefore, the Company proposes for existing TOU 

customers that the new rate design become effective six months from the effective date of 

the Order in this proceeding. 

Further, to effect the approved increase in this proceeding equitably for all similarly- 

situated customers, the Company proposes to apply the Commission-approved percentage 

increase for each class to the particular class’s existing rates while the meters are being 

r e p r ~ g a ~ m e d .  This preposa! wodd d!m~ the cutomer tc! stay on their existing rate, 

although it will be increased by the same percentage amount the class would experience 

under the new rates. The existing rate would then be eliminated as soon as the new rate 

design can be implemented through the reprogramming of the customers’ meter. This 

will prevent the customer from paying more or less than like-situated customers and will 

prevent the Company from under-recovering its authorized revenues. 
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5. Lightinp Rates. 

What changes are being proposed for the Lighting Rates? 

The Company is proposing to update the lighting rates. Lighting services are designed to 

be offered to private or public outside lighting conditions where no meter is installed. 

The prices vary by the wattage and type of light bulb. The service includes the recovery 

of the initial cost of the pole, wiring, and fixture, as well as a normalized cost to maintain 

the light itself. The maintenance costs have continued to increase, however the rates have 

not kept up. 

The lighting rates were substantially below the cost of service based levels in TEP’s last 

rate case and would have required a substantial increase to bring them up to the 

appropriate levels. The last rate case was settled with an across-the-board increase to 

most classes, which exacerbated the subsidy. The Company reviewed the lighting 

customers’ rates and again determined substantial increases are warranted. In some 

cases, the increase should be as much as 100%. The Company has decided rate impact 

should be considered as we attempt to move these rates toward the cost to serve them. It 

is still going to require a substantial increase just to make a dent in the short-fall. We 

have also proposed modified wording in the tariff that will assist us in the fair application 

of rules and procedures associated with lighting services. 
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Q. 

A. 

Q.  
A. 

6. Water Pumping Rates. 

There are three Water Pumping Rates. What changes are being proposed for these 

rates? 

The Company is proposing that all water pumping rates be rolled into a single rate 

schedule. For the water pumping customer that prefers to stay on the interruptible option, 

the Company is proposing to create a separate PPFAC rate to reflect a discounted fuel 

cost. This will afford those customers some benefit in the event an interruption is 

necessary to prevent the Company from having to make a peak period purchase which 

would otherwise result in higher system fuel costs. 

7. Partial Requirement Service Rates. 

What changes is the Company proposing to the PRS rates? 

The Company is proposing to revise the PRS tariffs to create rates that are designed 

based on the equivalent service tariff. The PRS customer uses the Company’s energy in 

an inconsistent and unpredictable manner. Therefore, to insure the appropriate recovery 

of the costs to serve these customers, the rates have been redesigned to capture all of the 

cost to serve these customers in the customer charge and the demand charge. The former 

Rate PRS-IO, PRS-13 and PRS-14 will be eliminated and language will be added to 

reflect the partial requirements will be offered under the standard Rate R-10, R-13 and R- 

14 rates. 

47 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

8. Gr eenW atts. 

What does the Company propose regarding the Greenwatts tariff? 

The Company is also proposing to eliminate the Greenwatts tariff (Rider 17). The 

Greenwatts Program was a voluntary contribution program that allowed customers to 

support the development of solar resources. All revenues from Greenwatts are applied to 

the cost of building, operating, and maintaining new solar power sources. This program 

was designed to support solar before the Commission adopted the REST Rules. With the 

REST Rules now in effect, the Greenwatts program is redundant, requiring separate 

administration and accounting. This results in unnecessary additional costs to support 

solar development. Since the Commission enacted the REST Rules, the number of 

customers who voluntarily pay into Greenwatts has declined to 1,83 1 in TEP’s service 

territory, and that number continues to decline as participation in other renewable 

programs increases. The cost burden to continue this program outweighs its effectiveness 

in light of other programs available to our customers to support solar development. 

What other programs are available to Greenwatts customers if they want to 

continue to promote the development of solar energy? 

Along with Commission-approved customer-sited DG incentive programs such as net- 

metering and renewable energy credit purchase programs, TEP launched its Bright 

Tucson Community Solar Program in March 201 1 (“Community Solar Program”) 

designed specifically for customers who want to support solar development in the 

community without having to put a system on their personal residence. This program not 

only accomplishes all of the goals of the Greenwatts Program, but provides a number of 

benefits to the customer that the Greenwatts Program does not provide. 
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2. 

9. 

a: 

4: 

Q. 
A. 

Please explain the benefits of the Community Solar Program over the Greenwatts 

Program. 

Under the Greenwatts Program, a customer chooses to “purchase” green energy for the 

price of $2.00 for the first block, and $1.50 for each additional block. This is monetary 

donation to the program that is then used to build and maintain solar systems in our 

service territory. Under the Community Solar Program, the customer opts to “purchase” 

a 150 k w h  block of solar for $3.00. The customer receives the following benefits for 

each 150 k w h  block they sign up for: the energy rate will be fixed at current rates for up 

to 20 years for a proportional amount of their bill; the proportional amount of the PPFAC 

will be waived and the proportional amount of the REST will be waived. The money 

received from the customer is credited back to the REST budget, which supports the 

development of renewable energy - particularly solar - to help TEP achieve its REST 

goals. 

Will the current Greenwatts customers be allowed to subscribe to the Community 

Solar Program? 

Yes, all of the Greenwatts customers will be encouraged to participate in the Community 

Solar Program, which will allow them to continue to support solar energy development 

while enjoying the benefits associated with the Community Solar Program. 

Will the Community Solar rate be changed? 

Yes. The existing rate will be locked in place for the remainder of the customer’s 20- 

year agreement. A new rate based on the revised fuel cost will be calculated and have the 

same $0.02 premium added to it and placed on the Community Solar tariff for use by any 

customer signing up after the effective date of the new rates. 
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2- 
I. 

2. 

Q. 

A. 

D. New Proposed Rates. 

1. Economic Development Rate (Rider). 

Please explain the Company’s proposal relating to an Economic Development rate? 

The Company would like to work cooperatively with Commission Staff and other 

stakeholders to develop a new rate (or Rider) that can be made available to a specific size 

of customer that locates in an existing facility (in-fill) and adds a specified number of 

employees per kW of demand in the TEP service territory. The special rate would apply to 

the startup stage of the operations and will be available for a set period of time over which 

the discount will decrease each year until it matched the customer’s appropriate tariff rate. 

2. Electric Vehicle Rate. 

Please describe the Company’s proposed Electric Vehicle rate. 

The rate will be included as an option on the two residential TOU rates. If the customer 

verifies ownership of an electric vehicle by providing a copy of the state vehicle 

registration each year, the customer will be eligible for a slightly reduced off-peak fuel 

cost. In our next rate case, we may extend this offering to general service customers, but 

it is expected that general service customers would require a separately metered service. 

E. Bill Impacts. 

What type of bill impacts will the new rate design have on the Company’s 

customers? 

The impact of this rate case on the Company’s customers was a major concern. A great 

deal of time and effort was put into creating a set of rates that would keep the impact on 
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the customers within a reasonable range and generally consistent with other like situated 

customers. Some of the existing rates were so old and obsolete that they were in no way 

cost-based. Accordingly, keeping the percentage increase to a minimum was a real 

challenge. Therefore, the actual dollar impact to the customer was considered. However, 

even with that consideration, because the Company has so many variations of tariffs that 

serve similarly situated customers using different rates and rate designs, the actual bill 

impacts to customers vary greatly. These impacts have been summarized in general 

based on comparing proposed rates to current rates and can be found in attached as 

Exhibit CAJ-1. 

Additional bill impact data has been provided in Schedule H. The data in this schedule 

must be vex,;D1xm,4 ;* filr\n+n.r+ E,... ".74xn:n-- -7 -~ -------- - Llr- IuvIc.vIc.u 111 c.uIILcIAL. I 3 u l l l ~ ~ c ~ l c I y  p i p U b t ; b ,  LLK Company is required to 

submit the information in comparison to test year rates. However, this comparison will 

be misleading given the rate design changes. That is why I prepared the comparison of 

current rates to proposed rates in Exhibit CAJ-1. 

Given the number of rates, I will not address each rate class impact. , Overall, many of 

the key rate classes range from between 9% and 17% when compared to current rates. 

The current rates in the comparisons reflect the PPFAC rate that went into effect on April 

1,2012. 

With respect to the residential classes, the comparisons reflect a customer that uses 1000 

kWh per month in the summer months and 600 kWh per month in the winter months. 

Residential customers under our basic residential rate (R-01) will see just over a 14% 

increase which equates to just under $11 per month on average if the Company's full 

revenue requirement is approved. The Lifeline customers vary substantially and since 
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VII. 

Q. 
A. 

their existing rates are so low the percentage impact is larger. I discuss the details of the 

Lifeline rates later in my testimony. 

The general service classes vary greatly as well. Since many rates were frozen they were 

either artificially high or artificially low when compared to the cost to serve the class and 

to the open rate. The Company is proposing rates for the small general service 

customer’s that produces the lowest overall impact. The Rate GS-10 customers will see 

an approximate 9% increase for the typical customer. The municipal customers are 

currently benefiting from a substantial subsidy of nearly 30% so the impact to these 

customers would have been too large to move them to the rate they shouId be served 

under. They will continue to receive a 16.5% subsidy under the Company’s proposal, but 

will still experience an approximate 16% increase if the Company’s full revenue 

requirement request is approved. 

The impact to the large light and power and large general service customer’s will vary 

greatly depending on what rate they were on prior to the Company’s proposed 

consolidation. The largest customers will see an approximate 17% increase with a few of 

them experiencing a decrease of 5% since their existing rate was so much higher than the 

similarly situated customer. 

PURCHASED POWER AND FUEL ADJUSTMENT CLAUSE. 

How is TEP proposing to modify its PPFAC? 

As discussed in Mr. Hutchens’ Direct Testimony, the Company is proposing to: (I) 

eliminate the base fuel rate and recover all fuel and purchased power costs through the 

PPFAC; (2) develop multiple PPFAC rates to differentiate between on-peak and off-peak, 
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3. 

4. 

winter and summer and the voltage level at which customers receive service; and (3) add 

several additional costs that should be recovered through the PPFAC. I discuss the first 

two modifications in more detail below and Mr. Hutchens discusses the third proposal in 

his Direct Testimony. I am also sponsoring the POA for the PPFAC, which is set forth in 

Exhibit CAJ-3. 

A. Elimination of Base Fuel Rates. 

Why is TEP proposing to move all of the fuel and purchased power costs out of 

base rates and into the PPFAC? 

Currently, TEP recovers a portion of its fuel and purchased power costs through the “Base 

Power Supply Rate”, while the PPFAC simply reflects how much the actual cost of fuel 

differs in the cui-reni year from what was recovered through the Base Power Supply Rate. 

Further, existing customer rates contain base fuel and purchased power costs that vary 

greatly between rate classes and within rate classes. The actual cost of fuel used to serve a 

particular customer within a class or in separate classes is not materially different. 

Currently there are 83 different Base Power Supply Rates included in the various tariffs. 

These rates vary from $0.078903 per kWh to $0.013166 per kWh. 

Fuel and purchased power costs are simply passed through to the customer. The Company 

makes nothing on the recovery of the fuel itself. There is no reason to separate it into a 

base fuel component and into an adjustor. Rolling the entire fuel and purchased power 

cost into the adjustor makes it easier for customers to understand the actual cost per kwh 

of fuel and purchased power for their usage (clearly distinguishing that expense from the 

cost of providing electric service). This separation also makes it easier for the Company’s 

accounting department to track the different components of the bill. It will provide the 

customer with clearer price signals which will allow the customer to affect purchasing 
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9. 

4. 

behavior that is more conducive to efficiency and conservation. Mr. DesLauriers details 

the benefits of moving all fuel and purchased power costs into the PPFAC rate in his 

Direct Testimony. 

B. Creation of Multiple PPFAC Rates. 

Why is TEP proposing to create multiple PPFAC rates when currently there is only 

one PPFAC rate applicable to all rate classes? 

Unlike the current situation where there are 83 different base costs for fuel and purchased 

power embedded in base rates, the multiple PPFAC rates are based on sound cost-of- 

service principles that will send accurate price signals regarding the true cost of power 

consumption. For instance, TEP proposes differing PPFAC costs between those taking 

service at over 138 kV transmission and those taking service at or under 138 kV. Since 

there are less system losses at the higher voltages, those customers should not be required 

to pay the higher cost of fuel resulting fi-om the application of the overall system loss 

factor. 

We have quantified a differential in fuel costs between the summer and winter usage 

periods. All classes will have fuel costs applied based on seasonal consumption. While 

this differential is small based on current fuel costs, it will likely increase in the fkture if 

peak period fuel costs return to normal levels. By utilizing this methodology, in 

conjunction with TOU pricing, our customers will receive the appropriate price signals and 

pricing rewards for appropriate consumption behavior as higher peak costs and lower off 

peak costs will be reflected in the rates the TOU customer is paying for electricity. 

Additionally there will be a regular voltage rate that will be discounted for customers who 
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chose interruptible water pumping service and an off-peak rate that will be discounted to 

offer TOU customers who verify ownership of an electric vehicle. 

TEP is proposing to further break down the PPFAC rate into on-peak versus off-peak. 

Since the only true value brought to the system by TOU customers over the near-term is 

associated with the cost of fuel and purchased power, the Company decided to load most 

of the price differential between peak and off-peak usage on the cost of fuel. For bill 

impact purposes, there will be some differential left in the delivery charges, but it is 

substantially less than the existing differential in the current rates for all TOU classes. The 

Company intends to close the differential in the delivery charges further in future rate 

cases. Mr. DesLauriers describes how these differentiations (voltage, season, and TOU) 

improve price signals to customers without making the PPFAC overly-complicated. 

Is TEP proposing revisions to the existing PPFAC POA? 

Yes. Exhibit CAJ-3 is the proposed PPFAC POA and reflects my discussion of the 

PPFAC above and the other modifications to the PPFAC discussed in Mr. Hutchen’s 

Direct Testimony. I have also attached as Exhibit CAJ-4 a summary of the changes to the 

PPFAC POA. 

How does the Company propose to transition from the existing circumstances, 

where base rates contain a base fuel cost, and the PPFAC simply reflects 

adjustments to that base fuel, to the Company’s proposal where all fuel is in the 

PPFAC? 

There are two scenarios that must be considered. First, if rates established in this 

proceeding are approved and become effective before April 1, 2013, the process 

established in this case will address the issue by simply using the overall fuel costs 
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VIII. 

Q. 
A. 

proposed in the case to establish the new Average System PPFAC Rate. Then the new 

PPFAC process approved in this proceeding will establish the appropriate level of fuel and 

purchased power recovery going forward until the next April 1 , 20 13 PPFAC can update 

costs. 

Second, if rates are approved to become effective on or after April 1, 2013, the Average 

Total Rate reflected on Schedule 1 of the April 2013 PPFAC filing will be used as the 

Average System PPFAC Rate on the new Schedule 1 supporting the revised PPFAC 

process being proposed by the Company in this proceeding. The ending balances shown 

on the existing Schedules 3 and 4 of the last month reconciled using the existing PPFAC 

process will be netted and become the beginning balance of over or under recoveries on 

Schedule 3 of the new PPFAC proposal. This will allow the most recent estimated cost of 

fuel to be recovered in the redesigned PPFAC rate. 

ADJUSTOR MECHANISMS. 

Is TEP requesting approval of new adjustors in this case? 

Yes. We are proposing two new adjustors: a Lost Fixed Cost Recovery mechanism and 

an Environmental Compliance Adjustor mechanism. We are also proposing a new way 

to determine the energy efficiency programs costs that will be recovered through TEP’s 

existing DSMS. Mr. Hutchens has discussed these adjustors in detail. I address the 

actual mechanics of the adjustors and sponsor the POAs for each adjustor. 
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A. Lost Fixed Cost Recovery Mechanism (“LFCR”). 

Is TEP proposing a revenue decoupling mechanism? 

Yes, the Company is proposing a lost fixed cost recovery mechanism that is narrowly 

tailored to recover kWh sales that are lost as a direct result of complying with the 

Commission’s EE Rules and REST Rules (specifically the DG requirement). The LFCR 

is designed to align the Commission’s EE and REST policies with the Company’s 

financial objectives and cost-effective programs that our customers desire. Thus, this 

mechanism is designed to help reduce the linkage between volumetric energy sales and 

margin revenues (non-fuel). The LFCR is very similar to the Commission-approved 

mechanisms in the APS and UNS Gas rate cases that were decided earlier this year. 

How will the LFCR work? 

The LFCR POA is attached as Exhibit CAJ-5. The POA presents the detail of how the 

LFCR works. In summary, the LFCR works as follows: 

1. 

2. 

3. 

Quantify the lost level of kWh sales by class from EE programs; 

Quantify the lost level of kWh sales by class from DG and net metering programs; 

Adjust for any residential customers who have chosen to contribute to the lost 

margins in the form of a fixed option; 

Price the lost kWh sales in each class by the tail block margin rate if no Demand 

Charge is in place for that rate class, or the per kWh rate plus one half of the value 

of the Demand Charges for the class if Demand Charges are in place for that 

class; 

Compare the total dollars recovered from the last year based on actual sales and 

determine if any over or under-collection has occurred; 

4. 

5. 
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Q. 

A. 

Q. 
A. 

6. 

7. 

8. 

9. 

10. 

Add any carry-over from the prior year (amount the prior year’s year-over-year 

increase was in excess of 2% of total revenues) and any over- or under-collection 

from the prior year; 

Compare this total to the total estimated retail revenues for the Company; 

Carry-over any amount the year-over-year increase amount is in excess of 2%; 

Add in the prior year’s allowed amount to the allowed amount for the current year 

and divide this amount by the forecasted total sales for the Company to determine 

the per kWh rate applicable for the subsequent year; and 

Submit these calculations and the proposed tariffs to the Commission by May 15 

of each year for an anticipated effective date of July 1. 

What time period is TEP proposing regarding review of the LFCR charge each 

year? 

The time period reviewed will be the most recent calendar year and a filing will be made 

annually on May 15 with a proposed July 1 effective date. 

Will there be a cap on the amount recovered through the LFCR each year? 

Yes. In order to ensure rate predictability, the proposal includes an annual 2% year-over- 

year cap based on total Company revenues that will be applied to the adjustment. Any 

amount in excess of the 2% year-over-year cap will be deferred (with interest) for 

collection until the first future adjustment period in which including such costs would not 

cause the annual increase to exceed the 2% cap. The Company intends to calculate a per 

kWh rate that will be applied to all customer classes as an energy rate. Since the EE and 

DG related losses are cumulative, the prior year’s accumulated losses will be added to the 

current year’s allowed losses (amount not in excess of 2% year-over-year cap) for 
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Q. 

A. 

Q. 
A. 

purposes of determining the allowed kWh rate. But no individual year’s increase will 

exceed 2%.4 

Is there an option for residential customers to choose to contribute to the LFCR in 

the form of a fixed charge instead of the volumetric rate? 

Residential customers will have the option of choosing between the volumetric recovery 

of the adjustment or a fixed charge per month, similar to the APS and UNS Gas 

mechanisms. This was referred to in those cases as an “opt out” provision. The customer 

choosing to contribute to the lost fixed cost recovery through a fixed charge can elect to 

contribute through an optional customer charge. The residential rate tariffs reflect the 

proposed fixed charges. To be consistent with our theme of simplifLing rates, the 

Company proposes to offer residential customers a fixed option of contributing to the 

LFCR. This fixed option is set at a fixed incremental increase to the monthly charge of 

$2.50 in months where usage is less than 2,000 kWh and will be an incremental increase 

of $6.50 for months when usage exceeds 2,000 kWh. 

How do you propose to calculate the lost margins to be recovered in the LFCR? 

For lost revenues resulting from EE Rules compliance, the Company will be proposing to 

utilize the Measurement, Evaluation and Research (“MER’) generated in the annual 

DSM/EE filing as the source for identifying EE-related lost revenues to be recovered 

through the LFCR for EE. The DG-related losses will be quantified based on actual 

measured or estimated data for each class. Those figures will be combined to determine 

each year’s lost revenue. As set forth in the LFCR POA, when the report is issued with 

the DSM/EE filing, the kWh identified as lost as the result of the effective 

implementation of the EE programs will be quantified for each rate class. 

The 2% cap may need to be exceeded in the initial recovery period, whch includes lost revenues 4 

beginning on January 1, 2012, as explained in my testimony below and in the LCFR POA. 
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2- 
4. 

Q. 
A. 

For lost revenues related to the REST DG requirements, actual kWh utilized by 

customer-installed DG and net metering equipment will be quantified by class. For 

classes without a demand rate, the lost margins will be quantified using the per-unit kWh 

tail-block rate for classes with blocked rates, at the per-kWh rate for classes without 

block rates and no demand rate and priced at the average rate plus 50% of the lost kW 

times the demand rate for those classes with a demand rate. 

Will the LFCR result in large surcharges to customers? 

No. First, the annual 2% year-over-year cap reduces the impact of the LFCR on the 

customer. Any incremental adjustments resulting from revenue decoupling will be 

relatively small and will be reset during each rate case. This concept was discussed 

thoroughly at the Commission’s decoupling workshops and was addressed in the 

conclusions expressed by Pamela G. Lesh in her comprehensive review of decoupling 

 mechanism^.^ Her conclusion was that “decoupling adjustments tend to be small, even 

miniscule.” Our proposed increase to the fixed customer charges will also reduce the 

total dollars subject to adjustment in the LFCR. 

Although TEP anticipates any LFCR-related adjustments to be small, as mentioned 

above, we are proposing an annual year-over-year cap of 2% of total revenues to provide 

for such predictability. 

What time period are you proposing to include in the initial LFCR adjustment? 

To avoid the loss of margin associated with the current EE and DG programs, the 

Company is proposing that the calculations associated with this adjustment start 

immediately after the end of the test year, or January 1, 2012. The annualized and 

See Pamela G. Lesh, Rate Impacts and Key Design Elements of Gas and Electric Utility Decoupling, A 5 

Comprehensive Review (2009). 
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Q. 
A. 

normalized level of sales used to generate the billing determinants in this case will adjust 

forward sales once the new rates become effective. Unless the lost revenues are tracked 

from the end of the test year, all margin lost as the result of current EE and DG programs 

will be lost forever and the utility will be denied the opportunity to earn its authorized 

return due to the mandates of the Commission. Such a result is not only inequitable, but 

results in revenue confiscation as TEP’s rate freeze has denied the Company the ability to 

obtain relief any sooner. Starting with the end of the test year instead of the effective 

date of the rates approved in this case resolves both of these issues. Therefore, the first 

LFCR filing will include the quantification of the margin lost for calendar years 20 12 and 

2013 and include that lost margin in the first LFCR filing, which is anticipated to be filed 

in May 2014.6 

Will the first LFCR adjustment result in a large surcharge to the customers? 

No. The Company has estimated the lost margin directly attributable to EE and REST 

compliance for 2012 and 2013 to be approximately $36,600,000. Based on this lost 

margin amount and an estimated 9,000,000 MWh of annual sales, the LFCR results in an 

estimated $0.004 per kWh LFCR adjustment effective July 1, 2014. That adjustment 

covers two years of lost revenues. If each year were considered separately, the rate 

would be $0.002 per kWh for each individual year, which would be less than 2% cap, 

based on the $950 million of retail revenues requested by the Company in this 

proceeding. 

Again, this initial recovery period may produce a result that would exceed the 2% cap and TEP is 
requesting a waiver of the cap only in this instance. 

61 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q. 
4. 

Q. 
A. 

Q. 
A. 

B. Environmental Compliance Adjustor (“ECA”) 

What is the ECA? 

The ECA is designed to provide TEP with the opportunity to invest capital to implement 

the most effective compliance strategy to meet the ever-increasing amount of rules 

associated with environmental standards. The ECA POA is attached as Exhibit CAJ-6. 

Please describe the ECA. 

The ECA will allow TEP to recover the costs associated with government-imposed 

environmental mandates. The ECA POA provides a description of the types of 

investments (“Qualified Investments”) allowed under the ECA recovery mechanism. 

TEP will calculate the ECA annual adjustment to include capital carrying costs incurred 

prior to the in-service date of Qualified Investments on an annual basis and any Qualified 

Investments that come online during a particular calendar year between general rate 

cases. 

Please describe the types of costs that TEP will submit for approval and recovery. 

The costs TEP is proposing to recover through the ECA are similar to the types of costs the 

Company recovers through its Commission-approved REST surcharge for its investment in 

utility-owned solar projects. TEP proposes to recover the following through the ECA: 

For ECA Qualified Investments placed in-sewice: 

0 Return on ECA Qualified Investments based on TEP’s Weighted Average 

Cost of Capital approved by the Commission in the Company’s most recent 

rate case; 

0 Depreciation expense; 

0 Income Taxes; 

0 Property taxes; 
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2- 
\. 

Q. 
4. 

Q. 
A. 

0 

0 Operation and maintenance expenses. 

Deferred taxes and tax credits where applicable; and 

For ECA Qualified Investments prior to the in-service date (“CWIP”): 

0 Return on ECA Qualified Investments based on TEP’s Weighted Average 

Cost of Capital approved by the Commission in the Company’s most recent 

rate case. 

For more information regarding each of these components, please refer to the ECA POA. 

Please describe the annual approval process. 

TEP will submit a filing supporting its ECA rate with the Commission on March 1 of each 

year. TEP proposes that the ECA rate adjustment become effective on May 1st following 

the March filing, unless suspended by the Commission. The annual filing will include 

each Qualified Investment and its FERC plant account classification as determined at the 

project inception. Each Qualified Investment will then be tracked by a specific project 

number. This will allow TEP and the Commission to accurately identify, track and 

document the costs associated with each Qualified Investment. 

How will TEP calculate the ECA? 

The ECA rate will be calculated by dividing the total ECA costs by total retail kWh sales, 

as illustrated in ECA POA. 

Will the Commission have opportunities to review projects included in the ECA? 

The Commission may review the capital expenditures and other costs related to 

environmental compliance with the annual ECA filing and within the context of a rate case 

to determine prudency. The Integrated Resource Plan (“IN”’) process also provides the 
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Commission with a proceeding to review the cost of TEP’s overall resource portfolio, 

including the costs of compliance with existing and proposed environmental regulations. 

C. EE Resource Plan. 

Please describe the EE Resource Plan. 

The EE Resource Plan will encourage the Company to invest in cost-effective programs to 

comply with the EE Rules. The plan enhances the current process and establishes a 

method that should reduce the number and contentious nature of recent EE filings, 

resulting in a more stable environment for all parties. Company witness David G. 

Hutchens in his direct testimony elaborates on the challenges the Company has faced in 

implementing its EE programs in his direct testimony. The EE Resource Plan is being 

proposed to help solve those problems. The details of this EE Resource Plan are discussed 

in the POA attached as Exhibit CAJ-7. 

Please explain how the EE Resource Plan works? 

In this plan, the Company is submitting a three-year DSM/EE budget that totals 

$79,640,355. That budget is broken into annual budget amounts to be used for DSWEE 

from August 1, 2013 (coincident with anticipated date of the rate case approval) through 

December 3 1, 20 16 (approximately three years). Rather than adding the recovery of this 

DSM/EE investment to base rates, the Company proposes that the EE Resource Plan use 

the DSMS for recovery of the approved DSWEE program budgets. 

As shown in more detail below, the monthly customer impact for the EE Resource Plan 

investment is less than would be required under the existing cost recovery model set forth 

in the EE Rules. 
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Please show detail of the actual costs that will be included in the DSMS if the EE 

Resource Plan is approved. 

As shown in Table 1 below, the total three-year plan amount would be $79,640,355 and 

the only costs recovered through the EE Resource Plan will be the revenue requirements 

resulting from carrying costs and regulatory asset amortization. 

Table 1: Costs included in DSMS with EE Resource Plan 

2- 
\. 

Q. 
4. 

Please break the $79,640,355 into annual program budgets through December 2016. 

The Company’s EE Resource Plan proposes the following: 

0 August 1,2013 through December 31,2014 -$24,739,192. 

0 January 1,2015 through December 31,2015 -$27,044,908. 

January 1,2016 through December 31,2016 -$27,856,255. 0 

What is the resulting DSMS charge through December 31,2016? 

The DSMS from the August 1, 2013 through December 31, 2016 will follow the schedulc 

shown below: 
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Q. 

A. 

0 

0 

e 

August 1,2013 -December 31,2014 - $0.000916 per kWh7 

January 1,2015 -December 31,2015 - $0.001664 per kWh 

January 1,2016 -December 31,2016 - $0.002454 per k w h  

The recovery schedule for the EE Resource Plan will continue for an additional three years 

due to the four-year amortization schedule. As shown in Exhibit CAJ--8, the monthly 

residential customer impact, with the four-year amortization of costs, for the DSM/EE 

investment is reduced when compared to the existing cost recovery model through 2016. 

However, the recovery period would extend another three years as a result of the 

amortization. 

Exhibit CAJ-7, the EE Resource Plan POA, fully describes the plan associated revenue 

requirement and the DSMS calculations. It also outlines the procedure for implementing 

new programs and measures using proposed inputs and methodologies to determine cost- 

effectiveness similar to Commission Staff s cost-effectiveness template. 

How does this EE Resource Plan DSMS compare to the DSMS calculated using the 

same dollar amounts under the current recovery methodology? 

The DSMS for the same dollar amount using the current recovery methodology would 

result in the following: 

8 August 1,201 3 - December 3 1,2014 - $0.0023 15 per kWhs 

0 January 1,2015 -December 31,2015 - $0.003052 per kWh 

0 January 1,2016-December31,2016-$0.003117perkWh 

To be adjusted by the DSMS balance from previous years. 
To be adjusted by the DSMS balance from previous years. 
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. Does the impact to the customer improve using the EE Resource Plan versus the 

current recovery method? 

Yes, it spreads out the recovery period to better match the benefit. Please see the chart 

below for the average monthly residential bill impact for the three-year pilot. 

. 

I. 

. 

Will the Company continue to file annual adjustments to the DSMS? 

No. The budgets and DSMS will have been determined in advance in this rate case based 

on the scheduled investment by the Company from August 2013 through December 

2016. 
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Q. 
4. 

Q. 

A. 

Q. 
A. 

Will the Company continue to request annual ‘true-up’ of under-recovered costs? 

Not for this three-year period. An adjustment for the DSWEE surcharge balance from 

prior years will be added to the calculation for the DSMS to begin with the effective date 

of the Commission Order in this rate case. However, with the EE Resource Plan, any 

additional true-up of under-recovered costs will be recovered through the continuing 

collection of the DSMS or settled in the next general rate case, or in a second EE 

Resource Plan filing. 

Will the Commission and other interested parties have opportunities to review 

projects included in the EE Resource Plan? 

Yes. Similar to the ECA, the Commission and other interested parties may review the 

costs related to the EE investment with the annual DSWEE compliance filing and within 

the context of a rate case to determine prudency. The IRP process also provides the 

Commission with proceedings to review the cost of TEP’s overall resource portfolio 

including the costs related to the EE investment. 

Can the pilot program for the EE Resource Plan be extended? 

Yes. TEP is proposing the EE Resource Plan as a pilot program that could then be 

extended beyond December 31, 2016 - as a part of the next rate case or in a separate 

proceeding if the Commission determines it is necessary to establish an additional docket. 

In the next rate case, the remaining dollars in the regulatory asset account could either be 

moved into rate base (thus clearing the regulatory asset in the DSMS) or remain as a 

regulatory asset in the DSMS. Since the Company would be amortizing recovery of the 

DSWEE cost over four years, unless the regulatory asset account is cleared and the cost 

rolled into rate base, the first year of the second three-year EE Resource Plan period will 
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[X. 

Q. 
4. 

Q. 
A. 

reflect a slightly higher rate but it thereafter will flatten out assuming annual expenditures 

stay relatively constant. 

LIFELINE RATES. 

What concerns does the Company currently have with its existing Lifeline rates? 

The Company’s low income rates are referred to as Lifeline rates. Over time, the existing 

Lifeline programs have become very complicated and confusing. The Company proposes 

to eliminate a few of the rate options and simplify those that are offered. 

Although the Company supports creating a way for customers in need of assistance to 

receive a discount on their bills, the existing design is overly burdensome and 

unreasonable. Not only do TEP’s other customers have to pay for the subsidies created 

by these multiple options, they also have to pay for the cost of administration. This is not 

fair to the remaining customers and bears no resemblance to cost based rate design. 

Therefore, TEP proposes to simplify and consolidate the existing Lifeline options while 

also reflecting movement towards the costs to serve these customers. This is because the 

costs to serve these customers are no less than the cost to serve an average residential 

customer. In fact, the complexities associated with the existing rates results in substantial 

additional cost to serve these Lifeline customers. 

Please describe the current Lifeline rate structures. 

The currently available Lifeline options are overly complicated. We have at least four 

available discounts that apply to up to 12 different residential rates. This results in up to 

48 potential combinations of residential rates. TEP has to determine whether a customer 
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is on a “frozen” rate, a medical customer, a senior citizen or a customer on a “non- 

frozen” rate. 

In addition to the Customer Charge being discounted by $2.10, or 30% on a monthly 

basis, the level of discount on the energy and base fuel charges (depending on a 

customer’s usage) varies fiom 0% to 35% as usage drops from 2,000 kWh or 1,500 kwh 

or 1,000 kWh depending on which program the customer is on. This results in another 

four variations that might exist on any given month for each of the 48 possible 

combinations of residential rates. 

Additionally, a separate determination has to be made by the system to allow for the 

additional discounts associated with the Commission’s decision to allow Lifeline 

customers to be exempt from paying the PPFAC and the DSM charges. Based on the 

current PPFAC rate, this is an additional 10% discount to the Lifeline customer. To 

make things even more difficult to track and verify, some of the rates are portable (i.e. the 

customer can take the rate with them if they move). The combination of all of these rate 

concessions totaled over $2.2 million during the test year for approximately 23,000 

Lifeline customers as of the end of the test year. 

In summary, the current tariff configuration and discount applications are overly complex 

and confusing. They contribute to the over 300 possible variations of residential rates 

that must be accommodated in the Company’s billing system and tested any time a rate 

change occurs. Lifeline rates that were set as far back as in Decision No 56781 in 1990, 

have become increasingly confusing and are no longer cost justified. While multiple 

additional groups of customers and levels of discounts have been created since 1990, the 

rates have only been increased once in 20 years. Adding to the complex nature of the 

70 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q- 
A. 

Company’s existing tariff rates, some rates have been “frozen,” so as to not impact a 

customer, even though they are no longer based on any cost of service 

Additionally, the Company was required to allow these special “frozen” rates to be 

portable, and therefore eligible customers remain on 20-year-old out-of-date rates. 

Allowing the rate to be mobile prevents these old obsolete rates fi-om fading away, even 

through attrition. 

Unfortunately, the cumulative effect of past rate cases has created a situation where 

similarly situated Lifeline customers are paying significantly different rates. Indeed, the 

approximately 23,000 Lifeline customers are currently being served on 20 different rates. 

TEP is trying to remedy these discrepancies. 

What is TEP proposing in this rate case? 

First, the Company is proposing to modify the Lifeline discounts. The Lifeline customers 

formerly on Rates R-04, R-05 and R-08 will be moved to a new Lifeline rate designed to 

offer a 25% discount to all volumetric charges. The existing R-06 customers (which 

constitute over 70% of Lifeline customers) will receive a flat $10.00 per month discount. 

Second, Lifeline customers will no longer be exempt from PPFAC or DSMS charges. 

With respect to the PPFAC, there is no cost-based reason to exempt these customers from 

the PPFAC, and with the Company’s proposal to roll all of the purchase power and fuel 

into the PPFAC, the resulting discount to the Lifeline customers would even be more 

inequitable. With respect to the DSMS, there are no cost-based reasons to exempt them 
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Q. 

A. 

from DSMS charges. Moreover, this will also reduce the costs of testing and tracking 

this exemption - costs that are imposed on other customers 

Third, TEP is proposing to eliminate the option to make a Lifeline rate mobile. If a 

customer has an income level that qualifies them for a discount and they move, they 

should re-qualify for the open Lifeline rate or no longer be able to participate. 

Ultimately, all “frozen” rates should be eliminated which would remove any need for a 

rate to be mobile. 

Fourth, all Lifeline customers will be subject to annual re-qualification at the Company’s 

request. This will insure that discounts are only provided to those most in need and 

reduce instances of fraud to protect the Company and the remaining customers. 

Fifth, Lifeline rates will be limited to customers who qualify as below the 150% of 

federally-defined poverty level. Lifeline customers in the “senior” or “medical” category 

will receive the same discount as other Lifeline customers. 

Have you been made aware of any instances where customers have taken 

inappropriate advantage of the Lifeline rates? 

Yes. The Company has been reviewing individual accounts to determine their continued 

eligibility and out of approximately 1,900 “senior” or “medical” Lifeline accounts, we 

have found nearly 300 instances where customers formerly on the “senior” or “medical” 

rate have passed away. 
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Q. 

A. 

Have you quantified the impact of your proposed changes on the 3,500 Lifeline 

customers whose rates you have proposed to change? 

Yes. The following table is illustrative and is based on current rates (i.e. not the final 

rates). It shows how the proposed change will impact rates and what the total bill will be 

after the adjustment for the former R-04, R-05, R-06 and R-08 Lifeline customers: 

1 1 1 1 I 
Annual Discount 

Residential TOU R-21F $988.66 ’ $24.50 
Reside ntia I Life I i ne R-04-21F $786.49 $202.17 $226.67 

Residential Lifeline 08- 201AF $752.54 $202.84 $260.62 
$835.38 $120.00 $177.78 Residential Lifeline 06- 201AF 

$845.55 $167.61 
$748.24 $97.31 $264.92 
$817.66 $27.89 $195.50 

Resi de nti al R-2018F 
Residential Lifeline 05- 201BF 
Residential Lifeline 06- 201BF 
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X. 

Q. 

A. 

MISCELLANEOUS SERVICE FEES. 

Please describe the proposed changes in charges listed in Section 18 - “Statement of 

Additional Charges”. 

The Company has reviewed the costs associated with providing other miscellaneous 

services to customers. This is being done during the rate case so any change in revenues 

resulting fi-om changes to the rates can be accurately reflected in the Company’s total 

revenue requirement. During the test year the total revenue generated by these 

miscellaneous service charges was $2,617,926. TEP has calculated updated charges after 

quantifylng the actual costs of providing these services. These charges were then applied 

to the actual number of units of each service occurring in the test year. The difference 

between the proposed charge and the new charge times the number of units generated the 

incremental revenues the increased charges would produce assuming the same number of 

units occur in the hture. The result of the new miscellaneous charges will be an increase 

in revenues totaling $1 109,8 16. This incremental increase will reduce the overall revenue 

requirement allocated to general rates based on the weighted proportion each rate class 

contributes to the total miscellaneous revenues. Please refer to attached Exhibit CAJ-9 to 

see the specific charges. 

Also, the miscellaneous service fees will no longer be found in TEP’s Rules and 

Regulations. Instead, these fees will be consolidated into one place and contained in 

TEP’s tariffs under a separate tariff called “Statement of Charges.” Additionally, we are 

proposing to place the charges that would otherwise be reflected on the various Riders in 

this “Statement of Charges.” We believe this change will make these charges easier to 

locate for customers. 
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PROPOSED TARIFFS. 

What tariffs are TEP proposing in this rate case? 

The proposed rate-related tariffs are attached to my Direct Testimony as Exhibit CAJ-10 

(clean copy) and Exhibit CAJ-11 (redlined copy). In addition to updated rates, the tariff 

sheets reflect a change in appearance due to our returning the sheet number and the sheet 

being cancelled to the header of all tariff sheets. We also made presentation changes to 

the footers of tariff sheets. The changes will make it easier for the Company and the 

Commission to keep track of any future revisions to the tariff and the sheet numbers and 

will make it easier to find specific portions of the tariff in the future. Other necessary 

changes to the rate tariff and tariff sheets reflect the new Rate 80, LFCR, ECA and EE 

Resource Plan. The rate schedules reflecting all of the eliminated rate schedules have 

been excluded. We are also proposing to eliminate the Greenwatts schedule tariff. All 

other changes are minor and are reflected as a redlined change in Exhibit CAJ-11 

referenced above. 

ELIMINATION OR MODIFICATION OF CERTAIN COMPLIANCE FILINGS 

AND PROGRAMS. 

Is TEP requesting any relief from certain existing compliance reporting 

requirements? 

Yes, there are certain existing compliance reports for which TEP requests either: (1) a 

complete waiver; or (2) modification of the reporting requirement. These reporting 

requirements are no longer necessary, as detailed below. However, they remain in the 

Commission’s database until they are formally waived or otherwise removed by Order of 

the Commission. 
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2. 
4. 

3. 
\. 

Q. 
A. 

Q. 

A. 

What reports is TEP requesting to eliminate? 

There are four reports related to competition in Arizona that are required on an annual 

basis. TEP requests the elimination of two monthly reports - both of which TEP has 

been submitting close to 20 years -- and two annual reports. 

Which report does TEP request modification of the frling requirement? 

There is a monthly report that is on TEP’s Lifeline Discount Tariffs. Because TEP is 

proposing significant changes to its Lifeline Discount Tariffs, TEP would like to simplify 

its reporting. 

Are there any other requirements that TEP would like to modify? 

Yes. TEP would like to replace the Low Income for Emergencies Fund (“LIFE”) with a 

fixed annual contribution to assist low income customers. 

A. Request for Elimination of Reporting Requirements. 

Why is TEP requesting a waiver from the filing known as the “Fuel and Performance 

Report”? 

Decision No. 56526 (June 22, 1989) ordered TEP to file monthly reports on the unit 

performance for each generation unit, other sources of energy, costs for each generating 

unit, costs of other sources of energy, and disposition of energy (explained in detail in 

Schedule DB-7 attached to the decision). The information in the report is currently being 

provided in the monthly PPFAC filing which is in a more appropriate and useful format 

to the Commission. The ‘Fuel and Performance Report’ was established in the same 

decision that TEP’s PPFAC was abolished, which was the impetus for requiring TEP to 

file the report. 
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Q. 

4. 

Because TEP’s current PPFAC monthly filings are reviewed by Commission Staff 

annually, the PPFAC rate that is passed on to customers is already fully analyzed for 

prudency and approved by the Commission. Moreover, the Commission has this 

requirement under Decision No. 56430 in its compliance database, even though that 

decision applies to Columbus Electric Cooperative in Luna, Grant, and Hildalgo counties 

in New Mexico. For these reasons, TEP requests that the Commission waive this 

reporting requirement. 

Why is TEP requesting to eliminate its reporting requirement regarding Liquid Air 

Corporation? 

Decision No. 57029 (July 18, 1990) approved an amendment to an electric service 

agreement with Liquid Air Corporation (“Liquid Air”). Prior to this decision, Liquid Air 

received electric service under TEP’s Rate 14 (Large Light and Power) tariff. 

Amendment No. 1 gave Liquid Air the opportunity to expand its operations during an 

off-peak period with the benefit of a TOU structure. The Amendment terminated within 

one year. There had been several subsequent amendments to the electric service 

agreement. 

Decision No. 57924 (July 2, 1992) which approved Amendment No. 3 to the electric 

service agreement with Liquid Air, ordered TEP to “[flile annual reports, for the 

reporting period of July 1 through June 30 of each year, listing the date and duration of 

each interruption that occurred during the previous 12 months. The reports will be due 

on August 1 each year.” TEP has completed each report since the decision was 

approved. 
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Q. 
4. 

The most recent decision, Decision No. 62888 (September 18, 2000) approved 

Amendment No. 5 which further extended the electric service agreement with what is 

now called Air Liquide Corporation (“Air Liquide”) until December 3 1, 2000. 

The electric service agreement approved by Decision No. 62888 expired on December 

31, 2005. Under the current electric service agreement Air Liquide is no longer an 

interruptible customer and is currently being provided electric service under TEP’s Rate 

90N (Large Light and Power Service, TOU) tariff. Given that Air Liquide is no longer an 

interruptible customer, the reporting requirement from Decision No. 57924 should be 

waived. 

Please explain the waiver request for the Competition Rules. 

Due to the inactivity of the electric competition rules (R14-2-1601 et. seq.) TEP requests 

a waiver from the reporting requirements of the following until such a time as 

competition in the state of Arizona comes to hi t ion:  

0 

0 

0 

A.A.C. R14-2-1608.A. - System Benefits Charge and reporting; 

A.A.C. R14-2- 16 13 .A, “Reporting Requirements” of Electric Competition; 

A.A.C. R14-2- 16 16, “Code of Conduct” and the reporting requirements of 

Decision No. 62767 (August 20, 2000), which approved TEP’s Code of Conduct 

and required the Company to report on: (1) a list of all extraordinary 

circumstances excusing TEP’s compliance with the Code of Conduct and a report 

explaining the nature, cause, and duration of each incident. extraordinary 

circumstances; (2) a report detailing the costs associated with all non-tariffed 

transactions between TEP and its Competitive Electric Affiliates, with the 

associated costs reported separately for each business activity and for each 

transaction; and (3) a report detailing how many non-Standard Offer Service 
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a. 

4. 

customers were provided metering services or meter reading services pursuant to 

R14-2-16 15.B and how many Electric Service Providers received consolidated 

billing services fiom TEP pursuant to R14-2-1615.B. TEP has never reported any 

extraordinary circumstances and has no Competitive Electric Affiliates or non- 

Standard Offer Service customers; and 

A.A.C. R14-2-1617.G7 “Disclosure of Information”. e 

Why is TEP requesting that the requirement to file an annual cost containment 

report be eliminated permanently? 

Decision No. 59594 (March 29, 1996) approved TEP’s 1995 rate case Settlement 

Agreement. Among the settlement provisions was a moratorium on rate increases for 

five years along with a requirement that TEP file an annual ‘Cost Containment Report’ 

outlining cost savings efforts made by TEP for the previous year. This reporting 

requirement was waived in the 1999 Settlement Agreement approved by Decision No. 

62103 (November 30,1999). 

TEP requested an extension of the waiver in the 2008 Settlement Agreement believing 

that during the course of TEP’s rate case, the Commission has ample opportunity to 

examine TEP’s operational expenses and that the record shows that TEP has been 

successful in containing costs and greatly increasing the equity in the Company. TEP 

also has had ample incentive to keep its expenses as low as possible given the rate 

moratoriums that were in place between 1999 and 2008 and from 2009 to present. 

Staff required TEP to file an application after the 2008 Settlement Agreement that would 

request extensions of the waivers granted in the 1999 Settlement Agreement. In 

reinstating the reporting requirement, Decision No. 71256 (September 3,2009), stated: 
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A. 

“ [ w e  believe that the fact that TEP is in a stay out period for new rates 

may argue in favor or continuation of the yearly Cost Containment 

Reports, as they offer Staff, the Commission and the public a window into 

the Company’s cost containment efforts during a time when the 

Company’s expenditures would otherwise remain out of view. Moreover, 

TEP will be able to file for another rate case in two years, and it will be 

important for the Company to keep its costs in line during the years up to 

its next rate case, in order to mitigate the need for higher rates. We 

believe shining a light on the Company’s cost containment efforts will be 

an additional inducement for the Company’s management to keep proper 

rein on unnecessary expenditures,. .” 

TEP would to like the Commission to eliminate the reporting requirement for the same 

reasons the waiver was granted from 1999 to 2008. TEP has the incentive to keep costs 

low between rate cases and at a time when the economy is at a slow recovery rate. TEP’s 

forecasted sales and growth projections are enough of an incentive to keep its costs 

contained. The Commission has ample opportunity to review the Company costs and 

records within rate cases. 

B. Request for Modification of Reporting Requirement. 

Why is TEP requesting to modify its Lifeline Discount Tariff Reporting 

requirement? 

Currently, TEP must provide the Commission with monthly reports. Pursuant to 

Commission Decision No. 56659 (October 24, 1989) each report must contain the 

following information: 
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Q. 
A. 

0 the number of bills receiving discounts by discount level 

the number of kWh consumed by discount level (including separate detail on the 

amount consumed above the 100 kwh minimum); 

the total dollar amount of discounts provided by discount level; 

the average discount per bill by discount level; and 

A summary of total program expenses - discounts and direct administrative costs. 

0 

0 

0 

Additional rates for ‘seniors’ and master-metered mobile home parks were subsequently 

added and the reporting requirement went from quarterly to monthly (see Decision Nos. 

56781, 56819, and 57370). With TEP proposing to consolidate all of the current lifeline 

tariffs into two discount amount on the Rate-01 and Rate-80, the current reporting 

requirements would not be consistent with the tariffs. TEP believes that the information 

currently being submitted to Staff is excessive and not useful. Because of this, TEP 

instead proposes it be required to file the following an annual basis: 

0 

0 

0 

The total number of participating customers receiving a discount; 

The total number of kWh consumed by customers receiving the discount; and 

The total dollar amount of discounts provided. 

TEP requests that all previous reporting requirements be superseded by the reporting 

requirement requested above. 

C. Request for Modification of LIFE Fund Program. 

Are there any programs that TEP would like to modify? 

Yes. TEP would like to modify the LIFE fund. 
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A. 

Q. 
A. 

Please describe the LIFE fund. 

The LIFE fund is a $4.5 million fund established by TEP in 1996 for the purpose of 

assisting low income residential customers having difficulty paying their electric bills and 

who are not eligible for assistance through other local, State or Federal programs. TEP 

agreed to establish the fund as part of a rate settlement agreement approved by the 

Commission in Decision No. 59594. Interest earned on the fbnd is paid by TEP to the 

Salvation Army, who administers the program. 

What changes would TEP like to make to the LIFE fund? 

Due to low interest rates currently available on high quality short-term investments, TEP 

would like to replace the LIFE fund with an annual fixed contribution to the ACAA to be 

administered through the Home Energy Assistance Fund (“HEAF”). Interest rates on high 

quality short-term investments such as certificates of deposit, highly rated commercial 

paper and money market funds are currently near all-time lows and are projected to 

continue at low levels for the next few years. As of June 1, 2012, the interest rate being 

earned on the LIFE fund was only 0.10 percent. On an annual basis, this interest rate 

would provide only $4,500 per year in customer assistance. In 2009, 2010 and 201 1, the 

LIFE fund contributed only $9,600, $6,200, and $3,800, respectively to the program. 

TEP proposes to replace the current practice by providing a $100,000 contribution per year 

to ACAA during the period in which the rates determined by the Commission in this case 

are in effect. Most of the funding for this higher contribution level would come from the 

savings that TEP would realize from using the $4.5 million to pay off short-term 

borrowings under the Company’s revolving credit facility. By making this change, TEP 

would substantially increase the amount of money available for low income assistance 
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over the current program, enabling it to assist a far greater number of families than the 

current program. 

Why are you proposing that TEP provide the contribution to the ACAA? 

ACAA is a non-profit anti-poverty organization that was created and continues to manage 

the first warm-weather fuel fund in the country, partnering with faith- and community- 

based organizations throughout the State to assist vulnerable families with utility bill 

assistance and weatherization. ACAA currently partners with most major utilities. ACAA 

also has the flexibility to work with various community partners as needs arise, change, or 

evolve, and can adjust if certain agencies have difficulty administering the funds. HEAF 

has developed community credibility and integrity as it relates to the management of the 

funds statewide. HEAF can continue to honor the existing relationship with the Tucson 

Salvation Army, and has contracts in place today with the Flagstaff (and Phoenix) 

Salvation Army offices. The state-wide fund currently manages UniSource Energy 

Services Warm Spirit donations. 

Does this conclude your Direct Testimony? 

Yes, it does. 
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Tucson Electric Power Company 
Docket No. xxxxxxx 

Plan of Administration 
Purchased Power & Fuel Adjustment Clause 

1. GENERAL DESCRIPTION 

This document describes the plan for administering the Purchased Power and Fuel Adjustment 
Clause (“PPFAC”) the Arizona Corporation Commission (“Commission”) approved for Tucson 
Electric Power Company (“TEP”) in Decision No. 70628 (December I,  2008) and amended by 
the Commission in Decision No. XXXXX. The PPFAC provides for the recovery of fuel and 
purchased power costs from the date of Decision No. XXXXX forward. 

The PPFAC described in this Plan of Administration (“POA”) uses a forward-looking estimate 
of fuel and purchased power costs to calculate a set of rates that are then reconciled to actual 
costs experienced. This POA describes the application of the PPFAC. 

2. DEFINITIONS 

Applicable Interest - Based on one-year Nominal Treasury Constant Maturities rate contained in 
the Federal Reserve Statistical Release H-15. The interest rate is adjusted annually on the first 
business day of the calendar year. 

Average System PPFAC Rate - The Average System PPFAC Rate is the sum of the True-Up 
Component and Estimated F&PP Costs divided by forecasted Retail Native Load Energy Sales 
for the forecasted PPFAC Year. 

Brokerage Fees - The costs attributable to the use of brokers recorded in Federal Energy 
Regulatory Commission (“FERC”) account 557. 

Credit Support Costs - The costs of obtaining and maintaining credit with trade counterparties 
for the purchase of fuel and purchased power. Credit Support Costs include prepayments, cash 
escrow accounts, standby letters of credit and parental guarantees. 

Estimated Fuel and Purchased Power Costs (“Estimated F&PP Costs”) - Forecasted Fuel and 
Purchased Power Costs and all Allowable Costs set forth in Section 9 of this POA. 

Fuel and Purchased Power Costs - The costs recorded for the fuel and purchased power used by 
TEP to serve both Total Native Load Energy Sales and Short Term Sales. Fuel and Purchased 
Power Costs include all Allowable Costs set forth in Section 9 of this Plan of Administration. 

Fuel Imbalance Tracking Account - An account that records on a monthly basis under or over 
collections. The account balance at the end of the PPFAC Year will be included in the 
calculation of the Average System PPFAC Rate for the following PPFAC Year. TEP files the 
balances and supporting details underlying this Account with the Commission on a monthly 
basis (Schedule 3). 

Greenhouse Gas Costs - The cost of any greenhouse gas regulations or taxes associated with 
providing fuel or purchased power for Total Native Load Energy Sales and Short Term Sales. 
Greenhouse gas costs include: (1)  costs of complying with EPA rules regulating greenhouse 
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gases; costs of complying with any other regulatory requirements regarding greenhouse gases; 
(3) carbon taxes; and (4) costs of any “cap and trade” program, or other similar program, for 
greenhouse gases. 

Lime Costs - Incremental cost of lime over or under the costs authorized in Decision No. 
xxxxx 
Lona Term Energy Sales - The portion of load from Total Native Load Energy Sales wholesale 
customers (currently Salt River Project, Tohono O’odham Utility Authority and Navajo Tribal 
Utility Authority) that is served by TEP, excluding the load served with Preference Power. 
Wholesale sales with a duration exceeding one year are also included. 

PPFAC - The Purchased Power and Fuel Adjustment Clause approved by the Commission in 
Decision No. 70628 and amended by the Commission in Decision No. xxx, is a combination of 
two primary rate components that track changes in the cost of obtaining power supplies based 
upon fonvard-looking estimates of fuel and purchased power costs that are eventually reconciled 
to actual costs experienced. 
estimated costs of the last 
calculations. 

PPFAC Year - A consecutive 
3 1 the following year. 

This PPFAC also provides for reconciliation between actual and 
three months of estimated costs used in True-Up Component 

12-month period beginning each April 1 and lasting through March 

Preference Power - Power allocated to TEP wholesale customers by federal power agencies such 
as the Western Area Power Administration. 

Retail Native Load Energy Sales - The portion of load from Total Native Load Energy Sales 
retail customers that is served by TEP and located within the TEP control area. 

Short Term Sales - Wholesale sales with a duration of less than one-year made to non-Native 
Load customers for the purpose of optimizing the TEP system, using TEP owned or contracted 
generation and purchased power. 

Short Term Sales Revenue - The revenue recorded from short-term wholesale sales made to non- 
Native Load customers, for the purpose of optimizing the TEP system, using TEP-owned or 
contracted generation and purchased power. 

SO? - Allowance Sales -The revenues related to the sale of SO2 emission allowances, including 
Gain on SO2 Allowance Sales and Auction Proceeds net of Brokerage Fees Paid. 

Total Native Load Enerav Sales - Retail Native Load Energy Sales and Long Term Energy Sales 
for which TEP has a generation service obligation. 

Transition Amount - An amount to be applied when necessary to provide for significant changes 
between estimated and actual costs as described in Section 3.C. 
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Transition Component - An inter -PPFAC year amount of under or over collected Fuel and 
Purchased Power costs, as reflected in the Fuel Imbalance Tracking Account. 

Transition Component Tracking Account - Account that records on a monthly basis the account 
balance to be collected via the Transition Component as compared to the actual Transition 
Component revenues, plus applicable interest. TEP files the balances and supporting details 
underlying this account with the Commission on a monthly basis. 

True-Up Component - An amount that is updated annually on April 1 of each year and effective 
with the first billing cycle in April. The purpose of this charge is to provide for a true-up 
mechanism to reconcile any over or under-recovered amounts from the preceding PPFAC Year 
tracking account balances to be refundedcollected from customers in the coming year's PPFAC 
rate. 

Wheeling Costs CFERC Account 565, Transmission of Electricity by Others) - Amounts payable 
to others for the transmission of TEP's electricity over transmission facilities owned by others. 

Wholesale Trading Activity - Revenue recorded from realized wholesale trading profits. 

3. PPFAC COMPONENTS 

On or before October 31 of each year, TEP will file with the Commission an Average System 
PPFAC Rate filing, which shall include a proposed calculation of the components for the PPFAC 
rate. This filing shall be accompanied by supporting information as Commission Staff 
determines to be required. TEP will supplement this filing with a True-Up Component filing on 
or before February 1 in order to replace estimated balances with actual balances, as explained 
below. 

A. Estimated F&PP Cost Component 

The Estimated F&PP Cost Component is intended to reflect the expected Fuel and Purchased 
Power Costs for the upcoming PPFAC Year. TEP will submit, on or before October 31 of each 
year, a forecast for the upcoming PPFAC Year of its Fuel and Purchase Power Costs. It will also 
submit a forecast of kWh sales for the same PPFAC Year to produce the cents per kWh unit rate 
required to collect those costs over those sales during the year. 

All revenues from Short Term Sales will be credited against total Fuel and Purchased Power 
Costs before the individua! components are calculated. Ten percent of the net positive margins 
realized by TEP during the PPFAC Year on its Wholesale Trading Activities will be credited 
against total Fuel and Purchased Power costs. One hundred percent (100%) of the margins 
realized by TEP on SO;? Allowance Sales will be credited against Fuel and Purchased Power 
costs. 

TEP shall maintain and report monthly the balances in a Fuel Imbalance Tracking Account, 
which will record TEP's overhnder-recovery of its actual costs of Fuel and Purchased Power as 

~~ 
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compared to the Estimated F&PP Cost Component revenue. This Account will track the sales by 
individual PPFAC component but will be accumulated to a total Fuel and Purchased Power 
recovery amount. This amount will be compared to the total system actual costs for purposes of 
calculating the True-up Component. This Account will operate on a PPFAC Year basis (i.e. 
April 1 to the following March 31), and its balances will be used to administer this PPFAC's 
True-Up Component, which is described immediately below Applicable Interest is included in 
the Fuel Imbalance Tracking Account. 

B. True-Up Component Description 

The True-Up Component in any current PPFAC Year is intended to refund or recover the 
balance accumulated in the Fuel Imbalance Tracking Account (described above) during the 
previous PPFAC Year. 

Each annual TEP filing on October 31 will include an accumulation of Fuel Imbalance Tracking 
Account balances for the preceding April through September and an estimate of the balances for 
October through March (the remaining six months of the current PPFAC Year). The TEP filing 
shall use these balances to calculate a preliminary Average System PPFAC Rate for the coming 
PPFAC Year. On or before February 1, TEP will submit a supplemental filing that recalculates 
the Average System PPFAC Rate. This recalculation shall replace estimated monthly balances 
with those actual monthly balances that have become available since the October 3 1 filing. 

The October 31 filing's use of estimated balances for October through March (with supporting 
workpapers) is required to allow the PPFAC review process to begin in a way that will support 
its completion and a Commission decision before April 1. The February 1 updating will allow 
for the use of the most current balance information available before the PPFAC rate would go 
into effect. In addition to the February 1 update filing, TEP monthly filings (for the months of 
September through December) of actual Fuel Imbalance Tracking Account balance information 
(replacing the estimated balances in the October 31 filing) will adjust the True-Up Component 
for the next PPFAC Year. 

C. Transition Component Description 

The Transition Component will be used as the method for incorporating any future, approved 
mid-year changes to the Average System PPFAC Rate. TEP may request implementation when 
the Fuel Imbalance Tracking Account reaches over or under-recovery of at least $25 million. 
Such request shall include a calculation of a Transition Component rate based on forecasted costs 
and sales. 

After the review of such request, the Commission may provide for the refund or collection 
of such balance over such period as the Commission determines appropriate. A Transition 
Component Tracking Account will measure the changes each month in the Transition 
Component balance. The Transition Tracking Component Account will also include Applicable 
Interest as determined by the Commission. TEP shall file the amounts and supporting 
calculations and workpapers for this account each month. 
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4. CALCULATION OF THE PPFAC RATE BY CUSTOMER CLASSIFICATION 

The Average System PPFAC Rate will be designed for application to specific customer classes. 
The Average System PPFAC Rate will be adjusted to recover the losses associated with 
deliveries at two categories of delivery voltages. A loss percentage for voltages above 138kV 
and a loss percentage for deliveries below 138kV as quantified and approved in Docket No. 
XXXXX and attached as Schedule 2, will be applied to two seasonal rates (the summer season 
from May to September and the winter season from October through April) to establish a higher 
voltage PPFAC rate and a lower voltage PPFAC rates for those customers taking service in the 
respective voltage ranges. These rates will further be split into a peak and off-peak rate 
consistent with the method approved in Docket No. XXXXX and attached as Schedule 2. The 
lower voltage non-Time of Use ("TOU") rate for each season will be adjusted by a discount of 
x% as shown in Schedule 2 and the off-peak rate for each season will be adjusted by a discount 
of y% as shown in Schedule 2. These two discounted rates will be applicable to the interruptible 
water pumping rate and the off-peak residential customer who has certified ownership of an 
electric vehicle as provided for in Schedule 2, respectively. The PPFAC rate shall be applied to 
customer bills. Upon Commission approval, the proposed PPFAC rate (as amended by the 
updated February 1 filing) shall go into effect on April 1. The PPFAC rate shall be applicable to 
TEP's retail electric rate schedules. The PPFAC rate shall be applied to the customer's bill as a 
monthly kilowatt-hour ("kWh") charge. 

The new PPFAC rates shall be reset on April 1 of each year, and shall be effective with the first 
April billing cycle unless otherwise ordered by the Commission. The tariff effective on April 1 
of each year will reflect the individual seasonal, voltage, TOU and discounted rates calculated 
above. The PPFAC rates are not prorated. 

5. FILING AND PROCEDURAL DEADLINES 

A. October 31 Filing 

TEP shall file the PPFAC rates with all Component calculations for the PPFAC Year beginning 
on the next April 1, including all supporting data, with the Commission on or before October 3 1 
of each year. Those calculations shall use a forecast of kWh sales and of fuel and purchased 
power costs for the coming PPFAC Year, with all inputs and assumptions being the most current 
available for the Estimated F&PP Costs. The filing will also include the True-Up Component 
calculations for the year beginning on the next April I ,  with all supporting data. Those 
calculations will use the same forecast of sales used for the Estimated F&PP Costs calculations. 

B. February 1 Filing 

TEP will update the October 3 1 filing by February 1. This update will replace estimated Fuel 
Imbalance Tracking Account balances with actual balances and with more current estimates for 
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those months (January, February and March) for which actual data are not available. The new 
PPFAC rate will go into effect on April 1 unless otherwise ordered by the Commission. 

C. Additional Filings 

TEP will also file with the Commission any additional information that the Commission Staff 
determines it requires to verify the component calculations, account balances, and any other 
matter pertinent to the PPFAC. 

D. Review Process 

Commission Staff and interested parties will have an opportunity to review the October 31 and 
February 1 forecast, balances, and supporting data on which the calculations of the two PPFAC 
components have been based. Any objections to the October 3 1 calculations must be filed within 
45 days of that filing. Any objections to the February 1 calculations must be filed within 15 days 
of that filing. 

6. VERIFICATION AND AUDIT 

The amounts charged through the PPFAC will be subject to periodic audit to assure their 
completeness and accuracy and to assure that all fuel and purchased power costs were incurred 
reasonably and prudently. The Commission may, after notice and opportunity for hearing, make 
such adjustments to existing balances or to already recovered amounts as it finds necessary to 
correct any accounting or calculation errors or to address any costs found to be unreasonable or 
imprudent. Such adjustments, with appropriate interest, shall be recovered or refunded in the 
True-Up Component for the following year (i.e. starting the next April 1). 

7. SCHEDULES 

Samples of the following schedules are attached to this Plan of Administration: 

Schedule 1 PPFAC Rate Calculation 
Schedule 2 
Schedule 3 
Schedule 4 

PPF AC Rate Calculation By Customer Classification 
PPFAC Fuel Imbalance Tracking Account 
Transition Component Tracking Account 

8. COMPLIANCE REPORTS 

TEP shall provide monthly reports to Cornmission Staff's Compliance Section zad to the 
Residential Utility Consumer Office detailing all calculations related to the PPFAC. A TEP 
Officer shall certify under oath that all information provided in the reports itemized below is true 
and accurate to the best of his or her information and belief. These monthly reports shall be due 
within 45 days of the end of the reporting period. 

The publicly available reports will include at a minimum: 
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1. The PPFAC Rate Calculations (Schedule 1); Rate Calculation by Customer 
Classification (Schedule 2); Fuel Imbalance Tracking Account (Schedule 3) as well 
as the Transition Amount Tracking Account if applicable (Schedule 4). Additional 
information will provide other relative inputs and outputs such as: 

a. Total Fuel and Purchase Power Costs (including Brokerage Fees, incremental 
Lime Costs, Greenhouse Gas Costs, and Credit Support Costs). 

b. Customer sales in both MWh and thousands of dollars by customer class. 
c. Number of customers by customer class. 
d. A detailed listing of all items excluded from the PPFAC calculations. 
e. A detailed listing of any adjustments to the adjustor reports. 
f. Total short-term sales revenues. 
g. System losses in MWh. 
h. Monthly maximum retail demand in MW. 
i. SO2 allowance sales. 

2. Identification of a contact person and phone number from TEP for questions. 

TEP shall also provide to Commission Staff monthly reports containing the information listed 
below. These reports shall be due within 45 days of the end of the reporting period. All of these 
additional reports must be provided and treated as confidentially protected information. 

A. Information for each generating unit will include the following items: 
1. Net generation, in MWh per month, and 12 months cumulatively. 
2. Average heat rate, both monthly and 12-month average. 
3. Equivalent forced-outage rate, both monthly and 12-month average. 
4. Outage information for each month including, but not limited to, event type, 

start date and time, end date and time, and a description. 
5. Total fuel costs per month. 
6 .  The fuel cost per kWh per month. 

B. Information on power purchases will include the following items per seller 
(information on economy interchange purchases may be aggregated): 
1. The quantity purchased in MWh. 
2. The demand purchased in MW to the extent specified in the contract. 
3. The total cost for demand to the extent specified in the contract. 
4. The total cost of energy. 

C. Fuel purchase information shall include the following items: 
1. Natural gas interstate pipeline costs, itemized by pipeline and by individual 

cost components, such as reservation charge, usage, surcharges and hel.  
2. Natural gas commodity costs, categorized by short-term purchases (one month 

or less) and longer term purchases, including price per therm, total cost, 
supply basin, and volume by contract. 
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D. TEP will also provide: 
1. Monthly projections for the next 12-month period showing estimated 

(0ver)hndercollected amounts. 
2. A summary of unplanned outage costs by resource type. 
3. The data necessary to arrive at the Native Load Energy Sales MWh reflected 

in the non-confidential filing. 
4. The data necessary to arrive at the Total Fuel and Purchase Power cost 

reflected in the non-confidential filing (Section 8.1 .a). 

In addition, TEP will prepare certain schedules and documents that will provide the necessary 
transparency of TEP’s fuel and purchased power procurement activities such that the prudence of 
these activities can be determined and compliance with company procurement protocols can be 
confirmed. 

Workpapers and other documents that contain proprietary or confidential information will be 
provided to the Commission Staff under an appropriate protective agreement. TEP will keep fuel 
and purchased power invoices and contracts available for Commission review. The Commission 
has the right to review the prudence of fuel and power purchases and any calculations associated 
with the PPFAC at any time. Any costs flowed through the PPFAC are subject to refund, if 
those costs are found to be imprudently incurred. 

9. ALLOWABLE COSTS 

Accounts 

The allowable PPFAC costs include Fuel and Purchased Power Costs incurred to provide service 
to retail customers. Additionally, the prudent direct costs of contracts used for hedging system 
fuel and purchased power will be recovered under the PPFAC. The allowable cost components 
include the following FERC accounts: 

= 501 Fuel (Steam) 

= 555 Purchased Power 
547 Fuel (Other Production) 

565 Wheeling (Transmission of Electricity by Others) 
All other costs referenced as allowable costs in Section 8.1 .a 

These accounts are subject to change if the FERC alters its accounting requirements or 
definitions. 
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TUCSON ELECTRIC POWER COMPANY 
PURCHASED POWER AND FUEL ADJUSTMENT CLAUSE 

SUMMARY OF CHANGES 
PLAN OF ADMINISTRATION 

All Fuel and Purchased Power costs will be incorporated into the calculation of an Average 

o High-Voltage Customer Classifications: 
Annual PPFAC Rate 

. Summer On-Peak and Off-peak Rates 
Winter On-Peak and Off-peak Rates 

Summer On-Peak and Off-peak Ratcs 

Winter On-Peak and Off-peak Rates 

o Low-Voltage Customer Classifications: . 
0 

0 

Includes Interruptible and Electric Vehicle Rates 

Includes Interruptible and Electric Vehicle Rates 

0 Forward Component, CTC True-up component, and Base Fuel Costs were removed 
o Forward Component was replaced by Fuel Imbalance Tracking 

Account 
o CTC Component eliminated - hlly refunded 
o Fuel and Purchased Power Costs previously recovered in Base 

Rates have been combined with other Fuel and Purchased Power 
costs 

0 Brokerage Costs, Lime Costs, Greenhouse Gas Costs, and Credit Costs added to allowable 
costs 

PPFAC Filing Changes 

0 Schedule 1 Summarizes Average PPFAC Rate calculation for the current year 
0 Schedule 2 Summarizes Rate Calculation by Customer Classification 
0 Schedule 3 Is the Fuel Imbalance Tracking Account 
o Schedule 4 Summarizes Transition Component Tracking Account 
0 All other Schedules and data are supporting information 
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TUCSON ELECTRIC POWER COMPANY 
LOST FIXED COST RECOVERY MECHANISM (“LFCR”) 

PLAN OF ADMINISTRATION 

Table of Contents 

1. General Description ..................................................................................................................... 1 
2. Definitions ............................................................................................................................................... 1 
3. LFCR Annual Incremental Cap .............................................................................................................. 3 
4. Filing and Procedural Deadlines ......................................................................................................... 4 
5. Compliance Reports ................................................................................................................................. 3 

1. GENERAL DESCRIPTION 

This document describes the plan of administration for the LFCR mechanism approved for 
Tucson Electric Power (“TEP” or “Company”) by the Arizona Corporation Commission 
(“Commission”) in Decision No. XXXXX. The LFCR mechanism provides for the recovery of 
lost fixed costs, as measured by a reduction in non-fuel revenue, associated with the amount of 
energy efficiency (“EE”) savings and distributed generation (“DG”) that is authorized by the 
Commission and determined to have occurred. Costs to be recovered through the LFCR include 
the fixed cost portion exclusive of the Customer Charge, 50% of the demand rates in effect and 
purchased power and fuel for each of the applicable rate classes. 

2. DEFINITIONS 

Applicable Cornpaw Revenues - The amount of revenue generated by sales to retail customers, 
for all applicable rate schedules, less the amount attributable to sales to those residential 
customers who chose the Fixed Cost Option. 

Current Period - The most recent adjustment year. 

Demand Stability Factor - Fifty percent of Demand-based revenue (excluding any purchased 
power and fuel costs) produced by base rates. 

Delivery Revenue - The amount of revenue determined at the conclusion of a rate case by 
multiplying each participating rate classes’ adjusted test year billing determinants (kWh) by their 
approved fixed cost-related delivery charges as reduced by the customer charge, purchased 
power and fuel costs and 50% of any demand-based charges. 

Distributed Generation (“DG”) Savings - The amount of kWh sales reduced by DG. TEP will 
use meter data for determining the kWh lost through the implementation of DG systems unless a 
circumstance occurs where the meter data is not available at which time the lost sales will be 
quantified using statistical verification or output profile or other Commission authorized 
methods. Each year, TEP will use actual data through December to calculate the savings. The 
calculation of DG savings will consist of the following by class: 

I .  Current Period: The annual energy production (kWh) produced by the cumulative total of 
DG installations since the end of the test year used in TEP’s most recent general rate 
case. 
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2. The only DG Savings that will be excluded from the calculated Lost Fixed Cost Revenue 
calculation are those kWh that were lost as the result of actions by customers in excluded 
rate classes or that chose the Fixed Cost Option. 

Fixed Cost Option - The rate schedule choice for residential customers who prefer contributing 
to the recovery of Lost Fixed Cost Revenue in the form of an optional fixed rate added as an 
incremental charge to the Customer Charge in the applicable residential tariff rate. The total 
dollars paid as an incremental amount added to the otherwise effective Customer Charge will be 
accumulated over the Current Period and used to reduce the total Lost Fixed Cost Revenue 
recovered as part of the LFCR adjustment. The variable LFCR adjustment shall not be applied to 
residential customers who choose the Fixed Cost option. This rate will be reflected as an 
incremental addition to the customer charge on the otherwise effective tariff and made available 
to customers at the time of the first LFCR adjustment. 

EE Programs - Any program in TEP’s Energy Efficiency Resource Plan, or other Commission 
approved EE plan, approved in Dec. No. XXXXX. 
EE Savinm - The amount of sales, expressed in kWh, reduced by EE activities as demonstrated 
by the Measurement, Evaluation, and Report (“MER”) conducted for TEP’s EE Programs. EE 
Savings shall be quantified based on the accumulated lost kWh occurring since the end of the test 
year used in the rate case approving the initial implementation of the LFCR and shall be reset 
based on EE related losses as of the end of the test year in each subsequent rate case. The 
calculation of EE Savings will consist of the following by class: 

1. Cumulative Verified: The cumulative total kWh reduction as determined by the MER 
using the end of the test year in TEP’s most recent general rate case as a starting 
point. 

2. Current Period: The annual EE related sales reductions (kWh). Each year, TEP will 
use actual MER data through December to calculate savings. 

3. Excluded kWh reduction: The reduction of recoverable EE Savings calculated as 
follows: (1)  for residential Fixed Option customers by, dividing the number of Fixed 
Option residential customers by the total number of residential customers and 
multiplying that result by Current Period Savings, and (2) for all other applicable rate 
schedules, by subtracting the amount of EE Savings actually achieved by customers 
on Excluded Rate Schedules if included in the total reported in the annual EE/DSM 
filing. 

Effective Period - The twelve month period beginning on July 1 of each year. 

Excluded Rate Schedules - The LFCR mechanism shall not apply to the lighting or water 
pumping rate classes. 

LFCR Adiustment - An amount calculated by dividing Lost Fixed Cost Revenue (as reduced by 
the total incremental fixed cost option dollars paid by the residential customers who have chosen 
the Fixed Cost Option and will be based on the incremental increase in the customer charge they 
have paid over the twelve-months during the Current Period) by the total forecasted sales (less 
the estimated sales to the residential customers who chose the Fixed Cost Option) during the 
Effective Period for the participating rate classes. This adjustment rate per kWh will be applied 
to all customer bills, excluding those on Excluded Rate Schedules. 

~ 
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Lost Fixed Cost Rate - A rate determined at the conclusion of a rate case by taking the sum of 
allowed Delivery Revenue (which excludes purchased power and fuel) for each rate class and 
dividing each by their respective class adjusted test year kWh billing determinants. 

Lost Fixed Cost Revenue - The amount of fixed costs not recovered by the utility because of EE 
and DG Savings during the measurement period. This amount is calculated by multiplying the 
Lost Fixed Cost Rate by Recoverable kWh Savings, by rate class. 

Prior Period - The twelve-months in the calendar year preceding the Current Period. 

Recoverable kWh Savings - The sum of EE and DG Savings by applicable rate class. 

Total Fixed Revenue - The total Delivery Revenue (which excludes purchased power and fuel 
costs) by Rate Class. 

True-ur> - All LFCR compliance filings submitted subsequent to the initial filing will contain a 
calculation of all the Lost Fixed Cost Revenue recovered based on the total kWh actually sold 
during the Effective Period and the LFCR rate in effect for that period. In the second filing, the 
rate might be in effect for a partial year so it may only true-up the portion of the year the rate was 
in effect through December 31 of that year. This calculation will quanti@ an over or under 
collection. This over or under collection will be included as an increase or decrease to the Lost 
Fixed Cost Revenue calculated for recovery during the subsequent Effective Period. In Effective 
Periods subsequent to the second year there will be two rates in effect during any calendar year 
and the actual recovery will be based on the kWh sold during the months each individual rate 
was in effect. This True-Up will be done to protect both the Company and the Customer from 
over or under collections of the Lost Fixed Cost Revenues. 

3. LFCR ANNUAL INCREMENTAL CAP 

The LFCR Adjustment will be subject to an annual 2% year over year cap based on Applicable 
Company Revenues. If the annual incremental LFCR Adjustment results in a surcharge in excess 
of 2% of Applicable Company Revenues, any amount in excess of the 2% cap will be deferred 
for collection until the next year its inclusion does not result in the 2% year-over-year cap being 
exceeded. Any deferred amounts will be collected in a subsequent year or rolled into the next 
rate case, whichever occurs first. Where the 2% cap limits the recovery of deferrals in any 
program year, and thus moves their recovery to the following year, a first-in, first-out (“FIFO”) 
approach will be applied. In connection therewith, the new surcharge billed in the following year 
will first recover any such carried-over deferrals, and then recover new deferrals arising in that 
following year. The one-year Nominal Treasury Constant Maturities rate contained in the 
Federal Reserve Statistical Release H-15 or its successor publication will be applied annually to 
any deferred balance. The interest rate shall be adjusted annually and shall be that annual rate 
applicable to the first business day of the calendar year. 

The initial LFCR filing will reconcile unrecovered lost revenues from the end of the test year 
through the end of 2013,which encompasses more than one year of lost revenues. Therefore, the 
initial LFCR will not be capped by the 2% limit, but all subsequent LFCR adjustments will be 
subject to the cap. 
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4. FILING AND PROCEDURAL DEADLINES 

TEP will file the calculated Annual LFCR Adjustment, including all Compliance Reports, with 
the Commission for the previous year by May 15St. Commission Staff will use its best efforts to 
process the matter based on the results of the Company’s annual EE/DSM and Renewable 
Energy Standard Tariff (“REST”) filings such that a new LFCR adjustment will go into effect by 
July 1’‘ of each year. However, the new LFCR Adjustment will not go into effect until approved 
by the Commission. 

5. COMPLIANCE REPORTS 

TEP will provide comprehensive compliance reports to Commission Staff and the Residential 
Utility Consumer Office by May 15th of each year. The information contained in the Compliance 
Reports will consist of the following schedules: 

Schedule 1 : LFCR Annual Adjustment Rate in kWh 
Schedule 2: LFCR Annual Incremental Cap Calculation 
Schedule 3 : LFCR Calculation 
Schedule 4: LFCR Test Year Rate Calculation 
Schedule 5:  Delivery Revenue Calculation 

~~ __ 
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Lost Fixed Cost Recovery Mechanism 

Schedule 1: LFCR Annual Adjustment Rate 
($000) 

(A) (6) (C 1 
Line No. Annual Per kWh Adjustment Reference Total 

1. Total Lost Fixed Cost Revenue for Current Period Schedule 2, Line 17 $ 
2. 
3. 

Forecast of Applicable Company kWh (annual) 
Per kWh Rate Applied to Customer's Bills (tine 11 tine 2) #DIV/O! 

Note: 



Tucson Electric Power Attachment - 
Lost Fixed Cost Recovery Mechanism 

1 

2 
3 

4 

5 
6 
7 

a 
9 
10 
11 
12 

13 

14 

15 

16 

17 

Schedule 2: LFCR Annual Incremental Cap Calculation 
($000) 

(A) (B) (C 1 
Line No. LFCR Annual Incremental Cap Calculation Reference Totals 

Applicable Company Revenues s 
Allowed Cap % 2.00% 
Maximum Allowed Incremental Recovery (Line 1 * Line 2) $ 

Total Lost Fixed Cost Revenue Schedule 3, Line 82, Column c $ 

Previous Filing, Schedule 2, Line 
Total Lost Fixed Cost Revenue to Recover prior period 
Total Lost Fixed Cost Revenue Actually Recovered in prior period 

17, Column C $ 
$ 

Over or under recovery from prior year (Line 5 - Line 6) 

Total Deferred Balance from Previous Period 
Previous Filing, Schedule 2, Line 

15, Column C + Line 7 
Annual Interest Rate 0.00% 
Interest Accrued on Deferred Balance 
Total Lost Fixed Cost Revenue Current Period 

(Line 8 * Line 9) 
(Line 4 + Line 8 + Line IO) $ 

Lost Fixed Cost Revenue from Prior Period 
Previous Filing, Schedule 2, Line 

17, Column C $ 

Total Incremental Lost Fixed Cost Revenue for Current Year (Line 11 -Line 13) $ 

Amount in Excess of Cap to Defer (Line 14 - Line 3) $ 

Incremental Period Adjustment [(Line 14 - Line 15) 

Total Lost Fixed Cost Revenue for Current Period (Line 11 - Line IS) $ 

I 
8 



Attxhmcnt - Tucson Electric Power 
Lost Fixed Cost Recovery Mechanism 

Schedule 3: LFCR Calculation 
(SOOO) 

(A) (B) (C 1 (D) 
Line No. LFCR Fixed Cost Revenue Calculation Reference Totals Units 

Resldentlal 

1 
2 
3 
4 

5 
6 
7 

8 
9 
10 

11 

12 
13 
14 

15 
16 
17 

18 
19 
20 
21 

22 
23 
24 

25 
26 
27 

28 
29 

30 
31 

32 
33 
34 

35 
36 
37 

38 
39 
40 
41 

Energy Efficiency Savings 
Current Period kWh 

Excluded kWh reduction (Line 1 * Line 2) - kWh 
Net - Current Period (Line 1 - Line 3) - kWh 

%of Residential Customers chosing fixed-option 0.0% 

Previous Filing, Schedule 3, Line 4, 
Prior Period estimated Column C - kWh 

Prior Period actual Trues up prior year - kWh 
True-Up Prior Period (Line 6 - Line 5) - kWh 

(Previous Filing, Schedule 3, Line 8, 
Cumulative Verified Column C + Line 6) - kWh 

Total Recoverable EE Savings (Line 4 + tine 7 + Line 8) - kWh 
s #DIV/OI $/kWh 

5 #DlV/Ol 

Residential - Lost Fixed Cost Rate 

Residential - Lost Fixed Cost Revenue Relating to EE 

Schedule 4, Line 3, Column C 

(Line 9 * Line 10) 

Distributed Generation 
Current Period kWh 

Excluded kWh reduction kWh 
Net - Current Period (Line 12 -Line 13) - kWh 

Previous Filing, Schedule 3, Linel4, 
Prior Period estimated Column C - kWh 

Prior Period actual Trues up prior year - kWh 
True-Up Prior Period (Line 16 - Line 15) ~ kWh 

(Previous Filing, Schedule 3, Line 18, 
Cumulative Verified Column C + Line 16) - kWh 

Total Recoverable DG Savings (Line 14 + Line 17 + Line 18) - kWh 
s #DlV/Ol $/kwh 
s #DIV/OI 

Residential - Lost Fixed Cost Rate 
Residential - Lost Fixed Cost Revenue Relating to ffi 

Schedule 4, Line 3, Column C 

(Line 19 * Line 20) 

Small General Service 
Energy Efficiency Savings 

Current Period kWh 
Excluded kWh reduction kWh 

Net - Current Period (Line 22 - Line 23) - kWh 

Previous Filing, Schedule 3, Line 24, 
Prior Period estimated Column C - kWh 

Prior Perlod actual Trues up prior year - kWh 
True-Up Prior Period (Line 26 - Line 25) - kWh 

(Previous Filina Schedule 3, Line 28, 
Cumulative Verified Column C + Line 26) - kWh 

Total Recoverable EE Savings (Line 24 + Line 27 + Line 28) - kWh 

SGS - Lost Fixed Cost Rate Schedule 4. Line 8. Column C 5 ffnlV/flI ZlkWh 

SGS - Lost Fixed Cost Revenue Relating to EE (Line 29 * Line 30) s #DIV/OI 

Distributed Generation 
Current Period kWh 

Excluded kWh reduction kWh 
Net - Current Period (Line 32 - Line 33) - kWh 

Previous Filing, Schedule 3, Line 34, 
Prior Period estimated Column C - kWh 

Prior Period actual Trues up prior year * kWh 
True-Up Prior Period (Line 36 - Line 35) - kWh 

(Previous Filing, Schedule 3, Line 38, 
Cumulative Verified Column C +  line 36) ~ kWh 

Total Recoverable ffi Savings (Line 34 + tine 37 + Line 38) - kWh 
SGS - Lost Fixed Cost Rate Schedule 4, Line 8, Column C s #DIV/OI $/kWh 

SGS - Lost Fixed Cost Revenue Relating to DG (tine 39 * Line 40) s #DIV/OI 



Large General Service 
Energy Efficiency Savings 

42 Current Period kWh 
43 Excluded kWh reduction kWh 
44 Net - Current Period (Line 42 - Line 43) - kWh 

Previous Filing, Schedule 3, Line 44, 
45 Prior Period estimated Column C - kWh 
46 Prior Period actual Trues up prior year - kWh 
47 True-Up Prior Period (Line 46 - Line 45) - kWh 

(Previous Filing, Schedule 3, Line 48, 
48 Cumulative Verified Column C + Line 46) - kWh 
49 Total Recoverable EE Savings (Line 44 + Line 47 + Line 48) - kWh 
50 LGS - Lost Fixed Cost Rate Schedule 4, Line 16, Column C $ #DIV/O! S/kWh 
51 LGS - Lost Fixed Cost Revenue Relating to EE (Line 49 * Line 50) s #DlV/Ol 

Distributed Generation 

52 Current Period kWh 
53 Excluded kWh reduction kWh 
54 Net - Current Period (Line 52 - Line 53) - kWh 

Previous Filing, Schedule 3, Line 54, 
55 Prior Period estimated Column C - kWh 
56 Prior Period actual Trues up prior year - kWh 
57 True-Up Prior Period (Line 56 - Line 55) - kWh 

(Previous Filing, Schedule 3, Line 58, 
58 Cumulative Verified Column C + Line 56) - kWh 
59 Total Recoverable DG Savings (Line 54 + Line 57 + Line 58) - kWh 
60 LGS - Lost Fixed Cost Rate Schedule 4. Line 16, Column C $ 
61 LGS - Lost Fixed Cost Revenue Relating to DG (Line 59 * Line 60) s #DIV/OI 

#DlV/Ol $/kwh 

large Ught & Power 
Energy Efticiency Savings 

62 Current Period kWh 
63 Excluded kWh reduction kWh 
64 Net - Current Period (Line 62 - Line 63) - kWh 

65 
Previous Filing, Schedule 3, Line 64, 

Prior Period estimated Column C 
66 Prior Period actual Trues UD Drior vear 

kWh 
kWh 

~~ 

67 True-Up Prior Period (Line 66 - Line 65) - kWh 

(Previous Filing, Schedule 3, Line 68, 
68 Cumulative Verified Column C + Line 66) - kWh 
69 Total Recoverable EE Savings (Line 64 + Line 67 + Line 68) - kWh 
70 LLP - Lost Fixed Cost Rate Schedule 4, Line 24, Column C $ 
71 LLP - Lost Fixed Cost Revenue Relating to EE (Line 69 Line 70) s #DIV/OI 

#DlV/Ol $/kWh 

Distributed Generation 
72 Current Period kWh 
73 Excluded kWh reduction kWh 
74 Net - Current Period (Line 72 - Line 73) - kWh 

Previous Filing, Schedule 3, Line 74, 
75 Prior Period estimated Column C - kWh 
76 Prior Period actual Trues up prior year - kWh 
77 True-Up Prior Period (Line 76 -Line 75) - kWh 

(Previous Filink Schedule 3, Line 78. 
78 Cumulative Verified Column C + Line 76) - kWh 
79 Total Recoverable DG Savings (Line 74 + Line 77 + Line 78) - kWh 
80 LLP - Lost Fixed Cost Rate Schedule 4, Line 24, Column C $ #DIV/OI S/kWh 
81 UP - Lost Fixed Cost Revenue Relating to DG (Line 79 * Line 80) s #DIV/OI 

82 
Sum Line 11 + 21+ 31+ 41+ 51+ 61t 71+ 

Total Lost Fixed Cost Revenue 81 $ #DIV/OI 



Attachment - Tucson Electric Power 
Lost Fixed Cost Recovery Mechanism 

Schedule 4: LFCR Test Year Rate Calculation 
(sm) 

(A) (B) (C 1 
Line No. LFCR Fixed Cost Calculation Reference Total 

Residential Customers 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Delivery Revenue Schedule 5, Line 5, Column F s 
kWh Billed forecasted 

Lost Fixed Cost Rate LinelILine2 #DIV/O! 

Small General Service 

Delivery Revenue Schedule 5, Line 9, Column F s 
kWh Billed forecasted 

Lost Fixed Cost Rate Line61 Line 7 #DIV/O! 

Large General Service 

Demand Revenue Schedule 5, Line 15, Column F S 
Delivery Revenue Schedule 5; Line 16; Column F 

Subtotal (Line 12 + Line 13) $ #DlV/O! 
kWh billed forecasted 

Lost Fixed Cost Rate (tine 1 4 1  Line 15) $ #DlV/O! 

Large Light and Power 

Demand Revenue Schedule 5, Line 22, Column F s 
Delivery Revenue Schedule 5, Line 23, Column F 

Subtotal (Line 20 + Line 21) s #DIV/OI 
kWh billed forecasted 

Lost Fixed Cost Rate (Line 22 / Line 23) s #DIV/O! 



Tucson Electric Power 
Lost Fixed Cost Recovery Mechanism 

Schedule 5: Delivery Revenue Calculation 
($000) 

Attachment - 

1. 
2 
3 
4 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

Adjusted Test Year Billing Delivery Demand 
Total Revenue Line No. Rate Schedule Determinants Units Charge Stability Factor 

Residential Service (R-01) - kWh S 100% s 
Residential Service (R-80) 
Residential Service (R-201AN) 
Residential Service (R-201BN) 

subtotal 

Small General Service (GS-10) 
Small General Service (SGS-76) 

subtotal 

Large General Service (LGS-13) 
Large General Service (LGS-13) 
Large General Service (LGS-85) 
Large General Service (LGS-85) 

subtotal 
subtotal 

Large tight and Power (LLP-14) 
Large tight and Power (LLP-14) 
Large tight and Power (LLP-90) 
Large Light and Power (LLP-90) 

subtotal 
subtotal 

Total kW 
Total kWh 

- kWh $ 
- kWh s 
- kWh $ 

100% s 
100% $ 
100% $ 

s 

100% s 
100% s 

s 

- kWh $ 

- kWh s 

- kWh 

1 - kWh S 

500A s 
100% s 
50% $ 

- kW $ 
- kWh $ 
- kW $ 
- kwh S 100% s 

s - kW $ 
$ - kWh $ 

- kW s 500A s 
- kwh S 100% $ 
- kW $ 50% s 
- kWh S 100% $ 

s - kW $ 
s - kWh $ 

- kW S s 
- kWh S s 

s s 

note 1: Includes former Municipal PS-40 customers. 

I 
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TUCSON ELECTRIC POWER COMPANY 
ENVIRONMENTAL COMPLIANCE ADJUSTOR (“ECA”) 

PLAN OF ADMINISTRATION 

Table of Contents 

1. General Description.. ................................................................................... ..I 
2. Definitions.. ................................................................................................ 1 
3 .  ECA Qualified Investments - FERC Accounts ......................................................... 2 
4. Calculation of ECA Revenue Requirement ........................................................... .2 
5. Calculation of ECA $ per kWh Rate.. ................................................................. .3 

7. Recovery Period.. ........................................................................................ .3 
8. 

6. Accounting.. .............................................................................................. .3 

Filing and Procedural Deadlines ......................................................................... 3 

1. GENERAL DESCRIPTION 

This document describes the plan for administering the ECA the Arizona Corporation 
Commission (“Commission”) approved for Tucson Electric Power Company (“TEP”) in 
Decision No. XXXXX [DATE]. The ECA provides for the recovery of and return on capital 
investments and associated costs related to environmental investments made by TEP and not 
already recovered in base rates approved in Decision No. xxx or recovered through another 
Commission approved mechanism. The ECA will be calculated annually based on the ECA 
Qualified Investments closed to plant-in-service and ECA Qualified Investments included in 
Construction Work in Progress (“C WIP”) during the preceding calendar year. 

2. DEFINITIONS 

Depreciation Expense - Depreciation expense for eligible ECA plant-in service will be computed 
at the rates approved by the Commission in Decision No. XXXXX. 

ECA Qualified Investments - (Investments in Qualified Environmental Compliance projects.) 
Each ECA Qualified Investment shall: 1) be classified in one or more of the FERC Plant In- 
Service, Completed Construction not Classified or CWIP accounts listed in Section 3 of this 
document, or any other successor FERC account, upon going into service, and 2) be tracked by a 
specific project number. 

Operations and Maintenance Costs - Incremental operations and maintenance costs incurred in 
connection with operation of the ECA Qualified Investments. 

Qualified Environmental Compliance Proiects - Qualified ECA investments include those 
projects designed to comply with current or prospective environmental standards required by 
federal, state, tribal, or local laws and regulations. In general, these environmental standards 
apply, but are not limited to the following: sulhr dioxide, nitrogen oxide, carbon dioxide, ozone, 
particulate matter, volatile organic compounds, mercury and other toxics, coal ash and other 
combustion residuals and water intake. 

Forecasted Retail kWh Sales - Total retail kWh for the forecasted ECA year. 

XXX&K.Y 2013 Page I 
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3. ECA QUALIFIED INVESTMENTS - FERC ACCOUNTS 

Steam Production: 
0 

0 

0 

0 

0 

0 

0 

FERC Account 3 10 - Land and Land Rights 
FERC Account 3 1 1 - Structures and Improvements 
FERC Account 3 12 - Boiler Plant Equipment 
FERC Account 3 13 - Engines and Engine-Driven Generators 
FERC Account 3 14 - Turbogenerator Units 
FERC Account 3 15 - Accessory Electric Equipment 
FERC Account 3 16 - Miscellaneous Power Plant Equipment 

Other Production: 
0 

0 

0 

0 

0 

0 

0 

FERC Account 340 - Land and Land Rights 
FERC Account 341 - Structures and Improvements 
FERC Account 342 - Fuel Holders, Products and Accessories 
FERC Account 343 - Prime Movers 
FERC Account 344 - Generators 
FERC Account 345 - Accessory Electric Equipment 
FERC Account 346 - Miscellaneous Power Plant Equipment 

Completed Construction not Classified 
0 FERC Account 106 

Construction Work In Progress - Electric 

Please note this list may expand to include other accounts approved by the Commission in 
the future. 

0 FERC Account 107 

4. CALCULATION OF ECA REVENUE REOUIREMENT 

The recoverable ECA costs used in calculating the ECA $ per kWh rate will include: 

0 Return on ECA Qualified Investments (Plant in Service and CWIP) based on 
TEP’s Weighted Average Cost of Capital (“WACC”) approved by the 
Commission in Decision No. XXXXX; 

0 For plant in-service: 
o Depreciation expense; 
o Income Taxes; 
o Property taxes; 
o Deferred taxes and tax credits where applicable; and 
o Operation and Maintenance costs. 

xyxY,,xY 2013 Page 2 
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The ECA Qualified Projects and the ECA recoverable costs calculation will be submitted by the 
Company to the Commission in the form of Schedule 1 and Schedule 2 as attached to this 
document. 

5. CALCULATION OF ECA SURCHARGE ($ PER KWH RATE) 

The ECA rate to be applied to customers’ bills will be calculated by dividing the total ECA 
revenue requirement by Forecasted Retail kWh Sales for the forecasted ECA year. 

6. ACCOUNTING 

From the effective date of the ECA, all costs included in the ECA revenue requirement, 
including operating and maintenance expenses, depreciation, taxes, and the debt component of 
the WACC will be recorded in Other Regulatory Assets in Acct. 182.3, as they are incurred. 
Each month as the ECA surcharge revenues are billed, corresponding amortizations will be made 
from Acct. 182.3 and recorded in the proper income statement expense accounts. ECA Qualified 
Investments will continue to be accounted for as Plant In-Service, Completed Construction not 
Classified or CWIP. CWIP will be excluded from hture accruals of the Allowance for Funds 
Used During Construction. 

7. RECOVERY PERIOD 

The initial ECA measurement period will become effective at the beginning of the calendar year 
when the ECA POA is approved. The ECA per kWh rate is designed to recover the annual ECA 
Revenue Requirement over a 12 month period. Should the ECA be modified or discontinued, 
any unrecovered balance in the ECA regulatory asset shall continue to be recovered through the 
ECA surcharge until all such costs have been collected. 

8. FILING AND PROCEDURAL DEADLINES 

TEP will file the calculated ECA rate including all supporting data with the Commission for the 
previous year on or before March 1. See schedules 1 and 2, attached. 

The Commission Staff and interested parties shall have the opportunity to review the ECA filing 
and supporting data. Unless the Commission has otherwise acted to suspend the filing by May 1, 
the new ECA rate proposed by TEP will go into effect with the first billing cycle in May 
(without proration) and will remain effect for the following 12-month period. 

xyxY,,xY 2013 Page 3 
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TUCSON ELECTRIC POWER COMPANY 
ENERGY EFFICIENCY RESOURCE PLAN (“EERP”) 

PLAN OF ADMINISTRATION 
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1. GENERAL DESCRIPTION 

This document describes the Plan of Administration (“POA”) for the Energy Efficiency 
Resource Plan (“EEW”) approved for Tucson Electric Power Co. (“TEP” or “Company”) by the 
Arizona Corporation Commission (“Commission”) in Decision No. XXXX (“Decision”). The 
EERP mechanism provides for the recovery of allowable costs related to Demand Side 
ManagemendEnergy Efficiency Programs (“DSM/EE”) as a capital investment, setting recovery 
of the asset over a four-year term whereby TEP recovers the revenue requirements of the EE 
investments through the Demand Side Management Surcharge (“DSMS”), as described within 
this POA. 

2. DEFINITIONS 

Amortize - The process of ratably distributing a previously capitalized cost to expense over a 
designated period. 

Avoided Cost - The avoided cost is the marginal cost to produce one more unit of energy. The 
avoided cost consists of two components: avoided cost of energy and avoided cost of capacity. 

Energy: TEP’s avoided cost of energy or marginal energy cost is determined using the 
Resource Planning I-lourly Ecommic Dispattch M~de!, as described in the cwrent 
integrated resource plan. 

Capacity: TEP’s avoided cost of capacity is determined through TEP’s long-term 
planning modeling of capacity, as described in the current integrated resource plan. The 
plan for meeting capacity needs is determined on both economics and reliability. Future 
capacity costs include market purchase power capacity, transmission upgrades and 
capacity build options. 

Carrying Cost (Weighted Average Cost of Capital) - Cost of the company’s debt and equity as 
approved by the Commission in TEP’s most recent rate case. 

Cost-Effective - The result of an action or series of actions where the total incremental benefits 
from a DSM/EE measure or DSWEE program exceed total incremental costs over the life of the 
DSM/EE measure, as determined under A.A.C.Rl4-2-2412.’ 

Demand Savings - The load reduction, measured in KW, occurring during a relevant peak period 
or periods as a result of energy efficiency and demand response programs. 

DSM - A Company program defined by the implementation and maintenance of one or more 
Demand Side Management measures or Demand Side Management program. 

DSM Measure - Any material, device, technology, educational program, pricing option, practice, 
or facility alteration designed to reduced peak demand, increase energy efficiency, or shifting of 
electricity consumption to off-peak periods, and includes combined heat and power (“CHP”) 
used to displace space heating, water heating, or another load. 

’ As may be amended from time to time. 
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DSM Program - One or more DSM measures provided as part of a single offering to customers. 

DSMS - A Commission-approved rate allowing TEP to recover EE costs incurred by TEP. 

DSM Tariff - Any rate designed to recover the allowable and prudent costs of complying with 
the EE Rule. 

Energy Efficiency (“EE”) - The production or delivery of an equivalent level and quality of end- 
use electric service using less energy, or the conservation of energy by end-use customers. 

Energy Efficiency Programs - Any program that is specifically designed to reduce kWh energy 
use and also provide some non-coincident and coincident peak demand savings. 

Energy Savings - The reduction in a customer’s energy consumption directly resulting from a 
DSM/EE program, expressed in kWh, at the generator. 

Energy Efficiency Standard (“EE Rule”) - The Arizona Electric Energy Efficiency Standards, 
Title 14, Chapter 2, Article 24 of the Arizona Administrative Code. 

Incentives - Financial payments, goods, or services offered by TEP to promote energy and 
related cost savings including, but not limited to, cash rebates or financial payments, advanced 
financing of project costs, design and implementation of utility related projects, energy 
management services, facilities alterations, installation of technologies and energy savings 
devices, or water conservation devices. 

Incremental Cost - As defined by the Commission in A.A.C. R14-2-2401, the additional 
expenses of DSM/EE measures, relative to baseline. 

Measurement, Evaluation, and Research (“MER’) - The performance of studies and activities 
aimed at determining the effects of an energy efficiency program, which may include data 
collection, monitoring, and analysis associated with the calculation of energy and demand 
savings from measures or projects, and including research necessary to inform the evaluation of 
existing EE programs and the design of new EE programs. 

Non-Energy Benefits - As stated in A.A.C. R14-2-2401, non-market benefits (or non- energy 
benefits) are the improvements in societal welfare that are not bought or sold. These benefits are 
any program implementation or participation effect that is other than the direct energy savings 
effects associated with an energy efficiency, resource acquisition, or resource procurement 
program. Some examples may include: reduced water consumption, reduced emission and 
environmental benefits in a building, secondary economic impacts from low income programs, 
health and safety, job creation, improved comfort, indoor air quality, longevity of equipment, 
improved worker productivity, and worker retention. 

Program Costs - The expenses, including but not limited to those incurred as L? result of 
developing, marketing, implementing, administering, and evaluating DSMEE programs. 

Regulatory Asset - A capitalized cost that would otherwise be accounted for as an expense, but 
for its inclusion in a Commission approved cost recovery mechanism providing for such costs to 
be deferred and then transferred to expense and recovered through basic service rates or a 
specific surcharge in effect for a designated period. 
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Annual Budget 
$24.739.192 

Societal Cost Test (“SCT”) - As defined by the Commission in A.A.C. R14-2-2401, a cost- 
effectiveness test of the net benefits of DSM/EE programs that starts with the Total Resource 
Cost Test, but includes non-market benefits and costs to society. 

Staff - Individuals working for the Commission, whether as employees or through contract. 

Technical Reference Manual - A resource document that includes information used in program 
planning and reporting of energy efficiency programs. It can include savings values for 
measures, engineering algorithms to calculate savings, source documentation, specified 
assumptions, and other relevant material to support the calculation of measure and program 
savings. 

Total Resource Cost Test - As defined by the Commission in A.A.C. R14-2-2401, a cost- 
effectiveness test that measures the net benefits of a DSMEE program as a resource, including 
incremental measure costs, incremental affected utility costs, and carrying costs as a component 
of avoided capacity cost, but excluding incentives paid by affected utilities and non-market 
benefits to society. 

2015 
2016 

3. ANNUAL ENERGY EFFICIENCY INVESTMENT 

$27,044,908 
$27;856;255 

TEP’s planned investment for its DSWEE programs for years 2014 through 2016 are as follows: 

4. Cost-effectiveness 

TEP will invest in existing DSWEE programs and measures, including those that have been 
previously approved by the Commission and implemented by TEP. In addition, TEP will invest 
in and implement new EE measures and programs that produce a benefitkost ratio greater than 
one, resulting from TEP’s analysis, using the Societal Cost Test (“SCT”), as required per A.A.C. 
Rl4-2-24 12.B. TEP’s analysis of cost-effectiveness utilizes industry best practices for the SCT.’ 

The methodology and inputs regarding the SCT are included in Attachment A. TEP’s SCT 
template and an example SCT are included as Attachments B and C. Any EE measure or 

As defined in the Standard Practice Manual Economic Analysis of Demand-Side Programs and Projects 
httu://wwv enerw.ca ~ov/~rccnbuilding/docu1nents/backaround/07-J CPUC STANDARD PRAC 1 ICE MANUAI, PDF 

- 

xU,xx 2013 Page 3 



1 
I 
I 

u 

R 

I 
I 
I 
I 
I 
I 
I 

e 

Tucson Electric Power Company 
Docket No. xxxxxxxxxxx 

Plan of Administration 
Energy Efficiency Resource Plan 

program that passes the SCT as defined herein is determined to be cost-effective and all costs 
will be fully recoverable. 

5. EE STANDARD CREDITS 

A. Demand Response 

TEP will convert peak demand reductions resulting f?om DR programs to equivalent annual 
energy savings based on an assumed 50% annual load factor to apply towards achieving up to 
two percentage points of the 22% energy efficiency standard. In addition, the Demand Response 
credit will not exceed 10% of the energy efficiency standard requirement for any year. 

B. Codes and Standards 

TEP will count toward meeting the standard up to one third of the energy savings, resulting from 
codes and standards, which are quantified and reported through the MER. 

C. Combined Heat and Power 

TEP will count toward meeting the standard the energy savings from CHP installations that do 
not quaiify under the Renewabie Energy Standard. 

6. REVENUE REQUIREMENT 

The following discussion provides inputs and methodologies for each of the terms in the 
capitalization model. The revenue requirement will be determined by applying a 4-year 
amortization schedule. Attachment D includes the revenue requirement worksheets for 20 14, 
2015 and 2016. 

A. Program Investment Base 

Program Investment Base (asset cost) from the effective date of the Decision approving the 
EERP through December 2016 will be equivalent to the budget as referenced in Section 3. For 
purposes of computing the amortization expense and the return components of the program 
revenue requirement that will underlie the DSMS, an investment base will be established 
comprised of a regulatory asset in which the approved program spending will be accumulated. 
Upon implementation of the program, all actual program costs will be charged to the regulatory 
asset. Deducted therefrom will be the accumulated amortizations based on recovery of all 
budgeted program costs at a rate Of 25% during the current program year and 25% for each of the 
three succeeding years. In addition, the net program investment will be reduced by Accumulated 
Deferred Income Taxes reflecting the book-tax timing difference created by all program 
expenditures being currently deducted for tax, but deferred and amortized over four years for 
accounting purposes. TEP will record each year’s amortization expense based on the program 
budget, which is compromised of the prior program spending plus budgeted spending for the 
then current year. The expense will be recorded throughout the year based on each month’s 
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retail sales volumes, as will the program revenues. Variances between budgeted program costs 
and those actually incurred will be reflected in the TEP filing for the next funding cycle. 

Should the EERP be discontinued, TEP will be permitted to recover the balance remaining in the 
regulatory asset through continued use of the DSMS in existence at the time, or other 
Commission approved mechanism, until the entire balance is collected. 

B. Capital Structure and Cost of Capital 

The return on the EERP investments will be based on TEP’s weighted average cost of capital 
(“WACC”) and capital structure approved by the Commission in Decision No. XXX, adjusted to 
reflect a 200 basis point increase in TEP’s return on equity. 

7. DEMAND SIDE MANAGEMENT SURCHARGE 

A. Rate Schedule Applicability 

The DSMS shall be applied monthly to every rate schedule. A DSMS schedule is included in 
Attachment E. 

A self-direction option exists for qualifying customers of  sufficient size in which the amount of 
money paid by each qualifying customer toward DSM costs is tracked for the customer and 
made available for use by the customer for approved DSM investments. Details on the self- 
direction option are included in Attachment F. 

B. Allowable Costs 

Allowable expenses include, but are not limited to: program implementation; rebates and 
incentives; training and technical assistance; consumer education; marketing; planning and 
administration; measurement, evaluation and research; new program development and analysis; 
any software development required for tracking and reporting of EE and DR programs; and any 
other expenses required to design and implement cost-effective EE and DR programs. All 
program costs will initially be charged to the regulatory asset previously described. As such 
amounts are amortized, they will be charged to Acct. 908, Customer Assistance Expense or other 
appropriate accounts as required by the FERC Uniform System of Accounts. 

C. Determination of True-up 

The initial true-up of over or under collections for the first year will be determined by subtracting 
the actual allowable expenses (including Performance Incentives accrued up to Decision No. 
XXXXX) for approved DSMEE programs per Decision 70628 (starting December 1, 2008) 
through the effective date of Decision No. XXXXX, from the actual revenue collected by the 
Company through the DSMS starting December 1, 2008 through the effective date of the 
Decision approving the EERP. 
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During the next hnding cycle, the DSMS will include a true-up for any revenue requirement 
differences fiom the planned revenue requirement to actual revenue requirement collected during 
the previous funding cycle. The next funding cycle will occur in a future filing or during the 
next rate case, whichever comes first. 

D. Determination of the Surcharge 

Projected revenue requirements determined by the sum of carrying costs and regulatory asset 
amortization for each time period will be divided by the forecasted energy sales for the same 
time period to determine the $/kWh DSMS. The table below shows the schedule for determining 
the total annual revenue requirements used for calculating the DSMS for the first fimding cycle. 

Table 1: First Funding Cvcle Revenue Reauirement Schedule 

Revenue Requirements 

The DSMS for purposes of recovering expenses from Decision No. XXXXX through December 
31, 2014 will be calculated based upon the following formula: 

fi,x\. 2013 Page 6 
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RR 1 +TU 
Sales DSMS = 

Where: 

- - First year of 2014 revenue requirement (to be calculated from the 
effective date of  this order through December 3 1,20 14). 

An adjustment for the DSWEE surcharge balance as determined 
according to Section 7C above. 

Forecasted energy (kWh) sales under applicable rate schedules 
during the period in which the DSMS will be effective. 

RR1 

- - TU 

- - Sales 

All customers will be billed on a per kWh basis. 

The DSMS for purposes of recovering expenses for 2015 will be calculated based upon the 
following formula: 

RR2 DSMS = - Sales 

Where: 

- - First year of 20 15 revenue requirement plus the second year of 
20 14 revenue requirement. 

Forecasted energy (kWh) sales under applicable rate schedules (as 
defined above) during the period in which the DSMS will be 
effective. 

RR2 

Sales = 

All customers will be billed on a per kWh basis. 

The DSMS for purposes of recovering expenses for 2016 will be calculated based upon the 
following formula: 

RR3 DSMS = - Sales 

Where: 

First year of 20 16 revenue requirement plus the second year of 
20 15 revenue requirement plus the third year of 20 14 revenue 
requirement. 

Forecasted energy (kWh) sales under applicable rate schedules (as 
defined above) during the period in which the DSMS will be 
effective. 

RR3 = 

Sales = 

All customers will be billed on a per kWh basis. 

Xr,m 2013 Page 7 



Tucson Electric Power Company 
Docket No. xxxxxxxxxxx 

Plan of Administration 
Energy Efficiency Resource Plan 

The proposed DSMS Tariff is provided in Attachment G. 

E. Review Process 

The proposed DSMS for use during a specific period will be calculated as shown in Section 7D. 
The DSMS will remain in effect until further order of the Commission. 

8. DSM/EE REPORTS 

In accordance with A.A.C. R14-2-2409, the Company will provide a previous year progress 
report to Commission Staff by March lSt and a current mid-year status report by September lSt. 
TEP will include any new cost-effective measures or programs implemented or planned for 
implementation in the March lSt report. 
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Cost-Effectiveness and Savings Assessment 

TEP will invest in existing DSMIEE programs that have been previously approved by the 
Commission and new programs/measures determined to be cost-effective with a benefit/cost 
ratio greater than one using the methodology as defined below. This document outlines the 
methodologies and inputs utilized in TEP’s cost effectiveness test. 

1. Cost-effectiveness using Societal Cost Test 

TEP will invest in and implement new EE measures and programs that produce a ratio greater 
than one, resulting from TEP’s analysis, using the Societal Cost Test (“SCT”), which is the 
required test per A.A.C. R14-2-2412.B. 

TEP will utilize A.A.C. R14-2-24 12.D-H to further clarify cost-effectiveness calculations for 
non-traditional programs as shown below: 

D. An affected utility shall make a good faith effort to quantify water consumption 
savings and air emission reductions, while other environmental costs or the value of 
environmentai improvements shaii be estimated in physicai terms wnen practicai but may 
be expressed qualitatively. 

E. 
measuring market effects compared to program costs; 

Market transformation programs shall be analyzed for cost-effectiveness by 

F. Educational programs shall be analyzed for cost-effectiveness based on estimated 
energy and peak demand savings resulting from increased awareness about energy use 
and opportunities for saving energy; 

G. 
cost-effectiveness; and 

Research and development and pilot programs are not required to demonstrate 

H. An affected utility’s low-income customer program portfolio shall be cost- 
effective, but costs attributable to necessary health and safety measures shall not be used 
in the calculation. 

When expressed in terms of net present value, the cost effectiveness of EE is the ratio of the 
discounted total benefits of the program to the discounted total costs over some specified time 
period. The equation and terms of the SCT are defined as follows: 

BCRscr = ( U A c ~ p v  + N E B N ~ ~ )  + ( P A c ~ p v  + PC,j.~pv + U I c ~ p v )  

R’heue: 

BCRscr = Societal BenefitKOst Ratio 

U A c ~ p v  = Net Present Value of Utility Avoided Cost 

N E B N ~ ~  = Net Present Value of Non-Energy Benefits 

PACNPV = Net Present Value of Program Administrative Costs 
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PCNN~V = Net Present Value of Net Participant Costs 

UlC~pv  = Net Present Value of Utility Increased Supply Costs (i.e., the 
increase in supply costs for the utility providing the fuel chosen as a result 
of fuel substitution programs) 

Utility avoided costs (UAC) are defined as follows: 

UAC = A E N X  ACE f A D N x  ACC + AEC 

Where: 

AEN = Net lifetime energy savings at the generator 

ACE = Avoided cost of energy 

 do^ = Net demand savings at the generator 

ACC = Avoided cost of capacity 

AEC = Utility avoided environmental costs 

2. Societal Cost Test Inputs and Methodologies 

The following discussion provides inputs and methodologies for each of the terms in the Societal 
Cost Test as defined above. Inputs and values will be provided in a Technical Reference Manual 
referenced in Section 3 .  

A. Discount Rate 

The discount rate for the SCT is typically a societal discount rate, based upon the long-term 
Treasury Bill Rate. However for the purposes of TEP’s SCT the after-tax weighted average cost 
of capital approved in the most recent rate case will be used as the discount rate applied to the 
SCT. 

B. Utility Avoided Cost (UAC) 

The avoided cost is the marginal cost to produce one more unit of energy. The avoided cost 
consist of two components: avoided cost of energy and avoided cost of capacity. 

TEP’s avoided cost of energy or marginal energy cost is determined using the Resource Planning 
Hourly Economic Dispatch Model. The avoided cost of energy is determined on an 8,760 hourly 
resolution, which will be applied to the 8,760 hourly savings load shapes of measures in a 
program. This helps to ensure that the avoided cost of the energy savings that result from the 
programs are being applied appropriately with respect to the lifetime energy savings achieved by 
individual measures within a program. 

TEP’s avoided cost of capacity is determined through TEP’s long-term planning modeling of 
capacity. The plan for meeting capacity needs is determined on both economics and reliability. 
Future capacity costs include market purchase power capacity, transmission upgrades and 
capacity build options. TEP applies the avoided cost of capacity to the coincident demand 
savings of the measures in a program. 
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TEP will use the avoided cost developed from the most recent Integrated Resource Plan (IRP) 
filing. The avoided cost from the IRP will be assigned for a program year and remain consistent 
from the onset of a program year through completion and reporting of that program. 

Net Lifetime Eneray Savings (AEd 
Net Lifetime Energy Savings will be defined by the following equation utilizing the Effective 
Useful Life (EUL) as defined for each measure in the TRM: 

AEN = AEG x ( I  + ELLF) x NTGR 

W'here: 

A E N  = Net lifetime energy savings 

A E G  = Gross lifetime energy savings (at the generator) 

NTGR = Net To Gross Ratio 

The value for the energy line loss factor (ELLF) will be determined by the rate case. 

The NTGR is defined as 1. 

Net Demand Savings (ADd 
Net Demand Savings will be defined by the following equation: 

ADN = ~ D G  x ( I  + DLLF) x (1 + CRF) x NTGR 

Where: 

~ D N  = Net demand savings 

DG = Gross demand savings (at iize generaior) 

NTGR = Net To Gross Ratio 

The value for the line capacity reserve factor (CRF) will be determined by the rate case. 

The value for the demand line loss factor (DLLF) will be determined by the rate case. 

The NTGR is defined as 1. 

Avoided Environmental Costs (AEC) 

A Societal Cost Test includes monetization of environmental factors. TEP is supplying the 
avoided cost of SO*, H20, NOx, and PMlO as determined per Commission Decision No. 72028 
in table format and these values may be utilized in cost-effectiveness tests. 
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Year 

2014 

Avo id ed Externalities ($/MWh) 

SO, H 2 0  

$2.50 $1.29 

2016 

2017 

2018 

2019 

2020 

2015 I $2.62 I $1.31 
I I 

$2.72 $1.35 

$2.77 $1.38 

$2.82 $1.38 

$2.90 $1.41 

$2.93 $1.44 

$2.01 1 $0.01 I $5.81 

$2.06 1 $0.01 1 $6.00 

$1.51 I $0.01 1 $5.58 

$1.51 I $0.01 I $5.67 

$1.36 $0.01 $5.56 I 
$1.37 1 $0.01 1 $5.69 

$1.41 I $0.01 I $5.79 

Program administrative costs are all non-incentive costs incurred by the utility in the process of 
operating and delivering DSM/EE programs. These costs include management, administration, 
marketing, training, implementation services, and measurement and evaluation. 

For the purposes of cost-effectiveness analysis of DSWEE programs, TEP will utilize the 
Societal Cost Test and apply the program administrative costs at the program ievei. 

D. Non-Energy Benefits (NEB) 

The SCT allows for the inclusion of ‘non-energy benefits to society.’ Non-energy benefits may 
include: reduced water consumption, reduced emission and environmental benefits in building, 
secondary economic impacts from low income programs, health and safety, job creation, 
improved comfort, indoor air quality, longevity of equipment, improved worker productivity, 
and worker retention. These non-energy benefits will be monetized when supporting research is 
available. 

E. Net Participant Costs (PCN) 

The net participant costs typically include all equipment costs, installation, operation and 
maintenance, and cost of removal (less salvage value) paid by participants. 

The majority of participant costs are typically the incremental costs or full installed costs 
incurred by customers in the process of installing the DSMEE measure. The term ‘net’ implies 
that all relevant customer costs are included in this value, and generally includes either one of 
two types of costs: 
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1 .  Incremental costs are determined from various industry standard resources such as 
ENERGY STAR@, the California Energy Commission and California Public Utilities 
Commission sponsored Database for Energy Efficiency Resources (DEER), American 
Council for an Energy-Efficient Economy (ACEEE), primary research projects, or actual 
historical project details collected by the utility and verified through the Measurement, 
Evaluation, and Research (“MER’) process. 

2. Full installed costs are typically defined as the cost of replacing a working system with a 
higher-efficiency system. In general full installed costs include the full cost of the 
material being installed, the cost of the labor to install the measure minus the incremental 
operational and maintenance costs. 

All incremental costs, including other expenses such as additional costs for designing a more 
efficient building, will be considered on a case by case basis as part of the measure screening 
process. 

F. Effective Useful Life (EUL) 

The EUL of each measure varies widely but is used to determine the lifetime energy savings for 
each measure. The EUL for each measure are determined from industry standard resources such 
as ENERGY STAR, DEER, ACEEE, primary research projects, or actual historical project 
details collected by the utility and verified through the MER process. 

G. Demand Response 

In accordance with A.A.C. R14-2-2404.C, TEP will convert peak demand reductions resulting 
from demand response programs to equivalent annual energy savings based on an assumed 50% 
annual load factor to apply towards achieving up to two percentage points of the 22% energy 
efficiency standard. Demand response programs will be valued as a dispatchable resource. The 
monetized resource value to TEP may include: emergency dispatch value, avoided T&D, energy 
displacement, demand displacement, reserve margin value, risk avoidance value, fuel savings, 
and avoided plant maintenance. 

The evaluation of cost effectiveness for demand response programs may include the demand 
response energy credit and the avoided costs of capacity and energy at the time the program was 
submitted. The effective useful life is defined as the submitted program life or contract period if 
applicable. The evaluation of capacity and energy savings for Demand Response programs will 
take place during the MER process. 

3. Technical Reference Manual 

The Company will compile and make available to Commission Staff and interested stakeholders 
a Technical Reference Manual (‘TRM’) that will outline measure savings assumptions and 
incremental costs. The TRM will be filed each year with the March lst DSM progress report and 
be updated based upon the results of previous year’s MER reports and will go into effect the 
following program year. TEP will use the values as defined by TEP’s TRM for a specific year as 
the input values for determining the cost-effectiveness ratio for the same year. 
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4. Variance between program ex-ante (expected) and ex-post (verified) savings 

Program planning assumptions (i.e. ex-ante estimates) will be used for the purpose of  recovering 
costs incurred within each funding year. MER activities will be conducted each year to assess 
the previous year’s asset performance (i.e. ex-post estimates), and be used to adjust performance 
estimates for the next funding year. In this way, the performance of the asset will be reviewed 
and adjusted each year such that benefits are maximized while costs are controlled in a way that 
reflects prudent management decisions. 

There are various market conditions that may occasionally hinder a DSWEE program from 
successfully achieving program savings or cost-effectiveness targets. Natural market conditions 
that may precipitate this occurrence include slow ramp-up periods of new DSIWEE programs 
that require significant market development. As outlined in the California Evaluation 
Framework’, “Many information and market transformation programs take time to work due to 
significant market inertia. The timing of  the effects evaluation needs to consider the likely 
response time of the market to the program intervention. Market effects evaluations may need to 
be conducted after multiple program cycles to provide enough time for the programs to 
overcome inertia in markets in which they operate.” Once a proper infrastructure is established, 
these programs can produce years of cost-effective savings. TEP will not be precluded from 
recovering costs of programs that are determined to be in a ramp-up stage. If after a sufficient 
time a program is evaluated to not be cost-effective, then TEP will either refine the program 
measures or discontinue the program entirely. 

5. Measurement, Evaluation, and Research 

MER is conducted based on industry best practices as outlined by the International Performance 
Measurement and Evaluation Protocol (IPMVP).’ 

6. Measure-level Review and Update 

Inputs and algorithms in the TRM are to be based on best available and applicable data 
pertaining to TEP’s programs. Any need to update inputs and algorithms would be reflected on a 
prospective basis as a result of the MER process. 

As a result of the MER savings verification process, DSM/EE delivered savings may vary from 
initial planning estimates. For instance, MER results may identify different measure operating 
conditions than planned, baseline conditions for measures may have shifted based on 
code/appliance updates or standard practice changes, the estimated effective useful life of 
measures may have changed based on the availability of certain EE measures/products, 
incremental costs may have changed, or other market factors effecting delivered savings may 
have changed. 

http://www.tecmarket.netocumentslCalifomia%20Evaluation%20Framework%20Jan%202006.pdf 
www.evo-world.org 
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7. Program-level Tracking and Review 

TEP has engaged a third party provider to create a program tracking database to help enable 
timely and accurate tracking and recording of project-specific data from program application 
forms. To help ensure the quality of data received from its implementation contractors, TEP will 
provide database access to its MER contractor, who will veri@ savings claims. Continuous 
review of DSWEE program tracking datasets throughout the program year ensures that measure 
characteristics accurately reflect measure savings achieved by each program and helps inform 
TRM updates and process improvements for future program delivery. 
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Cost Test 

'rogram Name ABC 

NPV of DSM benefits $ _ _  
NPV of DSM costs $ ._ 

NPV of DSM net societal benefits 

Benefit Cost Ratio __ __ 
$ 

~ ~~~ ~ 

kW savings kWh savings DSM Avoided Avoided Annual Total Annual 

year n AT AT cap cost Cost of Energy Cost of Capacity DSM Avoided 

GENERATOR GENERATOR nom $ nom $ nom $ costs costs 
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Program Summary 

PROGRAM 

Inputs 

Line Loss Factor 

MEASURE 

I I 

IMeasui-e 2 

Total Annual 
Savings per Unit 

GENERATOR 
(kWh) - A T  

IMeasure 3 

/Measure 4 

Total Lifetime 
Energy Savings 

GENERATOR 
(kWh) - AT 
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Load Shape Summary 

Measure # 

# Units 

Annual Savings per Unit (kWh) - AT GENERATOR 

Life of DSM (years) 

Year 

YYYY 

W Y Y  

ww 
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Year Hour 
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Measure # 1 

#Units -_ 
2 
_ _  

Annual Savings per Unit 

___ - (kWh) -AT GENERATOR 

Life of DSM (years) __ 
Total Program 

Coincident Peak 
Demand Savings 

GENERATOR 
(kW) - AT 

Total Annual 
Program Savings 

GENERATOR 
(kWh) -AT 

_-_- 

---- 
__-_- 

Year 
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Cost Test 

INPV of DSM benefits $264,844.43 

rogram Name Example NPV of DSM costs $150,000.00 

NPV of DSM net societal benefits $1 14,844.43 

I Benefit Cost Ratio 1.77 

ear DSM installed 201 3 

apital cost of DSM program (base yr $) $1 50,000 0.042000 

ocietal discount rate 0.04 IOU actual average annual cost of generation escalation 0.049905 

First Year Measure Avoided Cost of Energy ($/kWh) 

Total Annual kW savings kWh savings DSM Avoided Avoided Annual 

year n AT AT cap cost Cost of Energy Cost of Capacity DSM Avoided 

GENERATOR GENERATOR nom $ nom $ nom $ costs costs 

2013 1 

2014 2 

2015 3 

2016 4 

2017 5 

2018 6 

2019 7 

2020 8 

2021 9 

2022 10 

2023 11 

2024 12 

2025 13 

2026 14 

2027 15 

2028 16 

2029 17 

2030 18 

2031 19 

2032 20 

2033 21 

2034 22 

2035 23 

2036 24 

2037 25 

2038 26 

2039 27 

2040 28 

2041 29 

56.473 

56.473 

56.473 

56.473 

56.473 

53.099 

53.099 

53.099 

53.099 

53.099 

26.111 

26.111 

26,111 

26.111 

26.1 11 

0.810 

0.810 

0.810 

0.810 

0.810 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

460,350 

460,350 

460,350 

460,350 

460,350 

432,850 

432,850 

432,850 

432,850 

432,850 

212,850 

212,850 

212,850 

212,850 

212,850 

6,600 

6,600 

6,600 

6,600 

6,600 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

6150,000 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$19,334.70 

$20,299.60 

$21,312.65 

$22,376.26 

$23,492.95 

$23.1 91.93 

$24,349.33 

$25,564.49 

$26,840.28 

$28.179.75 

$14,548.68 

$15,274.73 

$16.037.02 

$16,837.34 

$17,677.61 

$575.50 

$604.22 

$634.37 

$666.03 

$699.27 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$181.32 $150,000.00 $19,516.02 

$307.65 

$1,986.73 

$2,307.82 

$2,659.28 

$3,037.35 

$3,281.19 

$3,428.20 

$3,667.53 

$3,740.88 

$1,846.85 

$1,879.06 

$3,164.91 

$3,154.47 

$3,141.21 

$97.45 

$97.50 

$97.55 

$97.59 

$97.64 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$20,607.25 

$23,299.38 

$24,684.09 

$26,152.24 

$26,229.28 

$27,630.52 

$28,992.69 

$30,507.81 

$31,920.63 

$16,395.53 

$17,153.79 

$19,201.93 

$19,991.81 

$20,818.82 

$672.95 

$701.72 

$731.92 

$763.62 

$796.91 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 2042 30 



EERP POA - Attachment C - Societal Cost Test Template Example 

Program Summary 

Program Dclivcry 

Progiani Marketing 

PROGRAM 

Utility Name 

Program Year I Base Year 

Proaram Name Examole 

$30,000 

$5,000 

Inputs 

Total Program Budget ($) I $100,000 

Incentives I $60.000 

Line Loss Factor 

MEASURE 

Incremental 

I 
Total Lifetime 

Energy Savings 

GENERATOR 
(kWh) - AT 

2,200,000 

132.000 



I 
I 

0 
I 
I 
I 
I 
I 
1 

1 
I 
I 
I 
1 
I 
c 

a 
EERP POA - Attachment C - Societal Cost Test Template Example 

Load Shape Summary 

Measure # 

# Units 

Annual Savings per Unit (kWh) -AT GENERATOR 

Life of DSM (years) 

Year 

2013 

2013 

2013 

2013 

201 3 

201 3 

2013 

2013 

201 3 

201 3 

2013 

2013 

2013 

2013 

2013 

2013 

2013 

2013 

2013 

2013 

201 3 

2013 

201 3 

2013 

2013 

2013 

201 3 

2013 

201 3 

2013 

Year Hour 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Month 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

Day 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

2 

2 

2 

2 

2 

2 

Hour 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

1 

2 

3 

4 

5 

6 

1 

50 

550.0 

5 

0.000087 

0.000052 

0.000035 

0.000035 

0.000035 

0.000038 

0.000085 

0.000 180 

0.000171 

0.000086 

0.000070 

0.000069 

0.000069 

0.000069 

0.000071 

0.000080 

0.0001 18 

0.0002 14 

0.000359 

0.000464 

0.000434 

0.000334 

0.000252 

0.0001 75 

0.000087 

0.000052 

0.000035 

0.000035 

0.000035 

0.000038 

2 

100 

2200.0 

70 

0.000096 

0.000094 

0.000092 

0.000089 

0.000085 

0.000082 

0.000082 

0.000082 

0.000085 

0.000089 

0.000092 

0.000096 

0.000096 

0.000098 

0.0001 01 

0.0001 03 

0.0001 05 

0.000108 

0.000105 

0.0001 03 

0.000103 

0.000103 

0.000101 

0.000098 

0.000096 

0.000094 

0.000092 

0.000089 

0.000085 

0.000082 

3 

25 

8250.0 

15 

0.0001 50 

0.000084 

0.000044 

0.000006 

0.000003 

0.000003 

0.000016 

0.000031 

0.000053 

0.000075 

0.0001 03 

0.000131 

0.000 134 

0.0001 37 

0.000143 

0.0001 50 

0.000168 

0.000187 

0.00021 8 

0.000252 

0.000271 

0.000290 

0.000252 

0.00021 5 

0.0001 50 

0.000084 

0.000044 

0.000006 

0.000003 

0.000003 

4 

40 

165.0 

20 

0.000095 

0.000095 

0.000095 

0.000095 

0.000098 

0.000100 

0.000100 

0.0001 00 

0.0001 00 

0.000100 

0.000095 

0.000091 

0.000091 

0.000091 

0.00009 1 

0.000091 

0.000093 

0.000095 

0.000095 

0.000095 

0.000095 

0.000095 

0.000095 

0.000095 

0.000095 

0.000095 

0.000095 

0.000095 

0.000098 

0.000100 

S 
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EERP POA - Attachment C - Societal Cost Test Template Example 

Year Hour 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Total Program Annual 

Coincidence Peak 
Avoided Costs ( $ I  kWh) $0.0420 

Demand Factor 0.0001 23 

Program Annual Hourly 
Shape 

0.000126 

0.000087 

0.000064 

0.000042 

0.000038 

0.000038 

0.000046 

0.000057 

0.000070 

0.000081 

0.000097 

0.0001 15 

0.0001 16 

0.0001 19 

0.0001 23 

0.000128 

0.0001 40 

0.000154 

0.000174 

0.0001 95 

0.000205 

0.000212 

0.000189 

0.000165 

0.000126 

0.000087 

0.000064 

0.000042 

0.000038 

0.000038 

2013 Avoided Costs Total Program Avoided 
($IkWh) Costs ( $ I  kWh) 

0.042 $0.0000053 

0.042 $0.0000037 

0.042 $0.0000027 

0.042 $0.0000018 

0.042 $0.0000016 

0.042 $0.0000016 

0.042 $0.0000019 

0.042 $0.0000024 

0.042 $0.0000029 

0.042 $0.0000034 

0.042 $0.0000041 

0.042 $0.0000048 

0.042 $0.0000049 

0.042 $0.0000050 

0.042 $0.0000052 

0.042 $0.0000054 

0.042 $0.0000059 

0.042 $0.0000065 

0.042 $0.0000073 

0.042 $0.0000082 

0.042 $0.0000086 

0.042 $0.0000089 

0.042 $0.0000079 

0.042 $0.0000069 

0.042 $0.0000053 

0.042 $0.0000037 

0.042 $0.0000027 

0.042 $0.0000018 

0.042 $0.0000016 

0.042 $0.0000016 
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EERP POA - Attachment C - Societal Cost Test Template Example 

Measure # 

#Units 

Annual Savings per Unit 
(kWh) -AT GENERATOR 

Life of DSM (years) 

Year 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

1 

50 

550.0 

5 

kWh 

27,500 

27,500 

27,500 

27,500 

27,500 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

2 

100 

2200.0 

10 

kWh 

220,000 

220,000 

220,000 

220,000 

220,000 

220,000 

220,000 

220,000 

220,000 

220,000 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

3 

25 

8250.0 

15 

kWh 

206,250 

206,250 

206,250 

206,250 

206,250 

206,250 

206,250 

206,250 

206,250 

206,250 

206,250 

206,250 

206,250 

206,250 

206,250 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 
n 

4 

40 

165.0 

20 

kWh 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

6,600 

0 

0 

0 

0 

0 

0 

0 

0 

0 

n 

Total Annual 
Program Savings 

GENERATOR 

460,350 

460,350 

460,350 

460,350 

460,350 

432,850 

432,850 

432,850 

432,850 

432,850 

212,850 

212,850 

212,850 

212,850 

212,850 

6,600 

6,600 

6,600 

6,600 

6,600 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(kWh) -AT 

Total Program 
Coincident Peak 
Demand Savings 

GENERATOR 

56.473 

56.473 

56.473 

56.473 

56.473 

53.099 

53.099 

53.099 

53.099 

53.099 

26.111 

26.111 

26.111 

26.111 

26.1 11 

0.810 

0.810 

0.810 

0.810 

0.810 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

(kW) -AT 



8 
S 
I 

b 3 t 9 F J  e3 

' I  I 

F J F J  FJ 

m e 6 9  v, 

we69 69 

I ,  I 

-69 69 

X m 
Ln 
3 c 

c 

._ 
E 

F J F J t f )  

6969FJtf: 

6 9 F J F J t f :  

- L 

((I aJ x c 
0 

I 

# 

a 

b 
X 

I 

# 

I 
X X 

1 

I 

i 

f 

I 

? 

3 

a 
E e 
c 
! 

! 

! 
c 

U 

P 





ffl 

ffl 

ffl 

0 m W 
m m r. 
N 

69 

0 W m 
Y 7 

m 
m 

69 

0 

8 
r. 
(D N 

oc 

e 

tf: 

x m 

u) 3 c 
c 

.- 
E 

los 
lolo 
N N '  

- 
L 

m a, x 

0 
c 

t 

t 

t 

C c 

C c 

t 

r 
r 
L 

O 

t 

u 

il c L 

c 

t 

t 

< 

c 



1 
I 

EERP POA - Attachment E - DSMS Back-up 

2013 - 2014 DSMS Collection 

LINE NO. 

1 TEP DSM Revenue Requirement Aug 2013 through 2014 
(A) 
$7,973,279 

2 TEP DSM Unrecovered Expenses Through July 2013 $4,452,182 

3 

4 

5 

6 
7 Current DSMS $0 001 249 

8 NetChanae ($0 000333: 

2015 DSMS Collection 

LINE NO. 

1 
2 

3 
4 Forecast Sales 2015 (kWh) 9,658,045,451 

5 
6 2014DSMS $0.000916 
7 NetChange $0.000748 

2016 DSMS Collection 

LINE NO. (A) 
1 TEP DSM Revenue Requirement 2016 $23,901,923 

2 

3 
9,739,655,081 

6 2015DSMS $0 001664 
7 NetChange $0 000790 I 



EERP POA -Attachment F - Self-Direction Option for Qualifiing Customers 

Self-Direction Option 

Self-Direction is an option that will be made available to large qualifying industrial customers. 
Self-Direction allows participating customers to reserve their DSM/EE contributions, less 
administrative and other program costs, for their exclusive use to help fund qualifying DSM/EE 
projects at their facilities. Self-Direction will be offered to the largest customers since they have 
the ability and resources (technical knowledge, expertise, and funding) to implement effective 
DSMEE and they may desire to have the flexibility to use their DSM/EE contributions to fund 
their own energy efficiency projects. The following parameters define the Self Direction option: 

1. 

2. 

3. 

4. 

5 .  

6. 

7. 

8. 

To be eligible for Self-Direction, a customer must use a minimum of 35 million kWh per 
calendar year, based on an aggregation of all of the customer’s TEP accounts. 

Qualifying Self-Direction customers who choose to self-direct their DSM/EE funds must 
elect Self-Direction by notifying the Company in each year that they wish to Self-Direct. 
Customers who elect to Self-Direct must continue to contribute their share of DSM/EE funds 
through the DSMS. 

After a customer notifies the Company of their intent to Self-Direct, 90% of the customer’s 
DSMS contribution will be reserved for tracking purposes for the customer’s future energy 
efficiency project. The remaining 10% will be retained to cover the Self-Direction program 
administration, management, and MER costs. 

Self-Direction funds will be reserved for tracking purposes for the calendar year the Self- 
Direction election is received by the Company. Such election must be received on or before 
December 1st. There will be no retroactive Self-Direction funds set aside from prior budget 
years, since the Company’s books were closed prior to the customer’s election. 

Self-Direction funds will be paid to the qualifying customer once a year in December 
beginning in the year that the EE project is completed and verified. If project costs exceed 

year until the project is 100% funded or in the fourth year of funding, or until the 
Commission terminates this program, whichever comes sooner. 

If the EE project is not completed within two (2) years of the Self-Direction election date, 
then the Self-Direction hnds from the first calendar year from the Self-Direction election 
will not be available to the customer and will revert to the DSMS general account. 

Qualifying customers will be required to commit all of their facilities to the Self-Direction 
option for the duration of the specific Self-Direction project’s funding period. Customers 
would not be able to designate some of their accounts for Self-Direction, while allowing 
some of their other accounts to remain eligible for other TEP commercial EE programs. 
Customers choosing to Self-Direct will not be permitted to participate in any other TEP 
commercial EE program offerings for any of their accounts. 

Aggregation would be allowed only within a given customer set of accounts, not across 
groups of customers. This means that groups of customers would not be able to form buying 
associations for the purpose of meeting the Self-Direction size criteria. 

cl^- ----J:4 J I-.--..-+ * --- .I--.. +I.-- C,- :-- nl?mt;nlla t,, Lo ,-,9;A in  npppITIhpr n f p a r h  LUG u c u ~ t e u  aiiiuuiii iii uiib ybai ,  uibii luud1lis w;!! b - V I I L u i u u  c” v w  yuLu u v v w l l l v v L  V L  vuI.. 

Page I of2 



EERP POA -Attachment F - Self-Direction Option for Qualifying Customers 

9. AI1 Self-Direction projects must be considered to be a subset of the Company's Non- 
residential Existing Facilities Program for budgeting and energy savings purposes. The 
qualifying projects must be cost-effective and meet the same requirements of the Non- 
residential Existing Facilities Program. Self-Direction customers would apply for the same 
prescriptive and custom measures as defined in the Non-residential Existing Facilities 
program; however, annual customer incentive caps do not apply to Self-Direction funds. 

o Within two (2) years of  the Self-Direction election, an energy efficiency project 
application must be filed. This project application will include: 

o Name of the retail electricity customer; 

o Description of the electricity conservation project(s); 

o Project scope of work; 

o Annual energy (kWh) and peak demand (kW) savings estimate; 

o First cost estimate; 

o Project schedule; and 

o Calculations that support or demonstrate the electricity savings and simple payback of 
the project. 

10. TEP Non-residential Existing Facilities program staff will review the Self-Direction ' EE 
project and administer the Self-Direction funding and accounting. This work will include: 
verifying that the technologies meet the program specifications; reviewing backup 
documentation that supports the savings claims; and providing measurement and evaluation 
after the Self-Direction project is in operation. All specification documentation requirements 
will be identical to existing program requirements. 

1 1. Upon completion of the final Self-Direction payment, the customer may elect to continue to 
Self-Direct by submitting another Self Direction application before December 1 st. If the 
customer does not re-apply for Self-Direction, then they will be treated like all other Non- 
Residential customers and will be eligible to participate in the other commercial programs 
beginning January 1st of the year following their final Self-Direction payment. 

12. All kWh energy, kW demand, and environmental savings will be reported as part of the Non- 
residential Existing Facilities Program savings and will be claimed as part of meeting the 
energy efficiency portfolio targets. 

Page 2 of 2 



EERP POA - Altachment G - Proposed DSMS Tariff 

Tucson Electric Power Company 

Original Sheet No.: 702 
Superseding: 

Rider R-2 
Demand Side Management Surcharge (DSMS) 

APPLICABILITY 
The Demand Side Management Surcharge (DSMS) applies to all Customers in the entire territory served by the Company as 
mandated by the Arizona Corporation Commission (ACC), unless otherwise specified. 

RATE 
The DSMS shall be applied to all monthly bills. The Rates for 2014, 2015 and 2016 are shown in the TEP Statement of Charges. 

REQUIREMENTS 
The 2014 TEP DSMS is effective XXXX, XX, 2013, and will remain in effect until December 31, 2014. The 2015 DSMS is 
effective January 1, 2015, and will remain in effect until December 31, 2015. The 2016 DSMS is effective danuaiy 1,2016, and 
will remain in effect until further order by the ACC. 

TEP STATEMENT OF CHARGES 
For all additional charges and assessments approved by the ACC see the TEP Statement of Charges which is available on 
TEPs website at w . t e p . c o m .  

TAX CLAUSE 
To the charges computed under the above rate, including any adjustments, shall be added the applicable proportionate part of 
any taxes or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the 
Company andlor the price or revenue from the electric energy or service sold andlor the volume of energy generated or 
purchased for sale andlor sold hereunder. 

RULES AND REGULATIONS 
The standard Rules and Regulations of the Company as on file with the ACC shall apply where not inconsistent with this Rider 

Filed By: Kentton C. Grant 
Title: 
District: Entire Electric Service Area 

Vice President of Finance and Rates 
Rate: R-2 
Effective: PENDING 
Decision No.: 

http://w.tep.com
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Tucson Electric Power Company 

Original Sheet No.: 801 

Superseding: 

TEP STATEMENT OF CHARGES 
Description 

Trip Charge: 
Service Establishment and Reestablishment During Regular 
Business Hours - service reads only 
Special Meter Reading fee 
Meter Charge-Out fee 
Meter Re-Read 
Door Hanging Fee 

Service Establishment and Reestablishment under usual operating 
procedures During Regulator Business Hours - Single-phase Service 

Service Establishment and Reestablishment under usual operating 
procedures Affer Regular Business Hours (includes Saturdays, 
Sundays and Holidays) - Single Phase Service 

Service Establishment and Reestablishment under usual operating 
procedures During Regular Business Hours -Three-phase Service 

Service Establishment and Reestablishment under usual operating 
procedures Affer Regular Business Hours (includes Saturdays, 
Sundays and Holidays) -Three-phase Service 

Service Reestablishment under other than usual operating procedures 
- Single-phase Service 

Single-phase Line Extension Charge per Foot 

Three-phase Line Extension Charge per Foot 

Underground Differential Line Extension Charge per Foot 

PME Switchgear Cabinet 
~~~ 

Meter Test 

Returned Payment Fee 

Late Payment Finance Charge 

Rate 

$20.00 

$32.00 

$57.00 

$78.00 

$216.00 

$150.00 

$17.00 

$27.00 

$21 .oo 

$20,500 

$186.00 

$10.00 

1.5% 

Effective Date 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

Decision No. 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

PENDING 

Filed By: Kentton C. Grant 
Title: 
District: Entire Electric Service Area 

Vice President of Finance and Rates 
Rate: Statement of Charges 
Effective: Pending 
Decision No.: 



I 

Tucson Electric Power Company 

Original Sheet No.: 801-1 

Superseding: 

TEP STATEMENT OF CHARGES 
(continued) 

Description 

Rider R-1 - Purchased Power and Fuel Adjustment Clause (PPFAC) 

Non-Time-of-Use (TOU) Rates: 
Summer 

Retail Low Voltage PPFAC 
Interruptible Rate (LV) 
Retail High Voltage PPFAC 

Retail Low Voltage PPFAC 
Interruptible Rate (LV) 
Retail High Voltage PPFAC 

Winter 

Time-of-Use Rates: 
Summer 

Retail Low Voltage On-peak PPFAC 
Retail Low Voltage Off-peak PPFAC 
Electric Vehicle 
Retail High Voltage On-peak PPFAC 
Retail High Voltage Off-peak PPFAC 

Retail Low Voltage On-peak PPFAC 
Retail Low Voltage Off-peak PPFAC 
Electric Vehicle 
Retail High Voltage On-peak PPFAC 
Retail High Voltage Off-peak PPFAC 

Winter 

~ __ ~~ 

Rider R-2 - Demand Side Management Surcharge (DSMS) 

Effective Date of Order - December 2014 
January 2015 - December 2015 
January 2016 - 

Rider R-3 - Market Cost of Comparable Conventional Generation (MCCCG) 
Calculation as Applicable to Rider-4 NM-PRS 

Rate 

$O.XXXXX per kWh 
$O.XXXXX per kWh 
$O.XXXXX per kWh 

$O.XXXXX per kWh 
$O.XXXXX per kWh 
$O.xXXXX per kWh 

$O.XXXXX per kWh 
$O.XXXXX per kWh 
$O.XXXXX per kWh 
$O.XXXXX per kWh 
$O.XXXXX per kWh 

$O.XXXXX per kWh 
$O.XXXXX per kWh 
$O.XXXXX per kWh 
$O.XXXXX per kWh 
$O.XXXXX per kWh 

$O.XXXXX per kWh 
$O.XXXXX per kWh 
$O.XXXXX per kWh 

$0.025854 per kWh 

Effective Date 

PENDING 

PENDING 

April 5,2012 

Decision No. 

PENDING 

PENDING 

73085 

Filed By: Kentton C. Grant 
Title: 
District: Entire Electric Service Area 

Vice President of Finance and Rates 
Rate: Statement of Charges 
Effective: Pending 
Decision No.: 



Tucson Electric Power Company 

Original Sheet No.: 801-2 

Superseding: 

Rider R-5 - Electric Service Solar Rider (Bright Tucson Community SolarTM) 
Solar Block Energy Rate for Residential Lifeline Discount, Rate R-06-01 
Solar Block Energy Rate for Residential Electric Service, Rate R-01 
Solar Block Energy Rate for General Service, Rate GS-10 
Solar Block Energy Rate for Large General Service, Rate LGS-13 
Solar Block Energy Rate for Municipal Service, Rate PS40 

Rider R-6 - Renewable Energy Standard and Tariff Surcharge 
REST-TS1 Renewable Energy Program Expense Recovery 

Monthly Cap 
For Residential customers: 
For Small Commercial customers: 
For Large Commercial customers: 
For Industrial customers: 
For Public Authority: 
For Lighting: 

Environmental Compliance Adjustor (ECA) 

Lost Fixed Cost Recovery (LFCR) Mechanism 

$0.050198 per kWh 
$0.050324 per kWh 
$0.048475 per kWh 
$0.049371 per kWh 
$0.049086 per kWh 

$0.007182 per kWh 

Monthlv Cap 
$3.15 per month 
$130.00 per month 
$810.00 per month 
$5,500.00 per month 
$140.00 per month 
$130.00 per month 

$O.XXXXX per kWh 

$O.XXXXX per kWh 

February 1,201 1 

January 16,2012 

PENDING 

PENDING 

71835 

72736 

PENDING 

PENDING 

Filed By: Kentton C. Grant 
Title: 
District: Entire Electric Service Area 

Vice President of Finance and Rates 
Rate: Statement of Charges 
Effective: Pending 
Decision No.: 
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